An economic analysis of broiler prices 1961 to 1970: An emphasis upon price prediction for profit maximization by Wilcox, W Eugene
University of Nebraska at Omaha
DigitalCommons@UNO
Student Work
1-1-1971
An economic analysis of broiler prices 1961 to
1970: An emphasis upon price prediction for profit
maximization
W Eugene Wilcox
University of Nebraska at Omaha
Follow this and additional works at: https://digitalcommons.unomaha.edu/studentwork
This Thesis is brought to you for free and open access by
DigitalCommons@UNO. It has been accepted for inclusion in Student
Work by an authorized administrator of DigitalCommons@UNO. For
more information, please contact unodigitalcommons@unomaha.edu.
Recommended Citation
Wilcox, W Eugene, "An economic analysis of broiler prices 1961 to 1970: An emphasis upon price prediction for profit maximization"
(1971). Student Work. 1157.
https://digitalcommons.unomaha.edu/studentwork/1157
AN ECONOMIC ANALYSIS OF BROILER PRICES 
1961 TO 1970: AN EMPHASIS UPON
PRICE PREDICTION FOR 
PROFIT MAXIMIZATION
A Thesis 
Presented to 
the Faculty of 
the University of Nebraska at Omaha
In Partial Fulfillment 
of the Requirements for the Degree 
Master of Arts in Economics
by
W. Eugene Wilcox 
January, 1971
UMI Number: EP73397
All rights reserved
INFORMATION TO ALL USERS 
The quality of this reproduction is dependent upon the quality of the copy submitted.
In the unlikely event that the author did not send a complete manuscript 
and there are missing pages, these will be noted. Also, if material had to be removed,
a note will indicate the deletion.
Dissertation Publishing
UMI EP73397
Published by ProQuest LLC (2015). Copyright in the Dissertation held by the Author.
Microform Edition © ProQuest LLC.
All rights reserved. This work is protected against 
unauthorized copying under Title 17, United States Code
ProQuest LLC.
789 East Eisenhower Parkway 
P.O. Box 1346 
Ann Arbor, Ml 48106- 1346
Accepted for the faculty of The Graduate College of 
the University of Nebraska at Omaha, in partial fulfill­
ment of the requirements for the degree Master of Arts*
Graduate Committee _____________________________________
Name Department
Chairman
ACKNOWLEDGEMENTS
I would like to acknowledge with sincere appreciation the 
helpful suggestions and cooperation that I have received from univer­
sity professors and industry associates. Particular thanks are due 
to Mr. Sam I. Hinote, Market Analyst for Nebraska Consolidated Mills 
Company, for his help in estimating the supply of broilers. Dr. 
Hassler, Agriculture Economics Professor at the University of Nebraska 
was very helpful in furnishing sources of information. My advisors 
for this thesis, Mr. Robert Kerchner and Dr. J. D. Stolen, have given 
me much valuable assistance and suggestions in the preparation and 
writing. Also, I would like to thank Nebraska Consolidated Mills 
Company, my employer, for the use of many of their various confiden­
tial records. Naturally, the responsibility for conclusion and views 
I have expressed herein is solely my own.
W. Eugene Wilcox
TABLE OF CONTENTS
INTRODUCTION .
CHAPTER
I. BRIEF HISTORY OF BROILER PRODUCTION.
Post World War I Poultry Business . 10
Influence of World War II . . . . . . . . . .  . 11
Technological Progress . . .  .................. 13
Expansion of Credit  .........    15
Mandatory Inspection  ........ 17
Mass Retailing  ................. * . 18
Exports , Military Consumption and Storage . . . . .  20
Vertical Integration .  .....................  22
Restaurant Advertising 24
II. REASONS FOR PRICE PREDICTION BY FIRMS. 25
Large Firms Increase and Small Firms Decline. „ 25
Late Development of the Futures Market. . . . .  31
Control Cycles...............     38
Seasonal Price Swings . , . 39
III. BASIS FOR PRICE PREDICTION . 43
Anticipating the Supply of Broilers 43
The Demand for Broilers.........   52
Breeder Flock Significance. . . . . . . . .  . . . 55
Brief Price Analysis of 1965-1969 . . . . . . . .  57
IV. BROILER PRICE PREDICTION FOR THIRD QUARTER, 1970-SECOND
QUARTER, 1971 . . . . .  ...............  . . . . . .  67
Supply Outlook. . . . . .  67
Demand Outlook...................   78
First Quarter Regression Results...........   80
Second Quarter Regression Results .........   82
Third Quarter Regression Results. . . . . . . . .  . 86
Fourth Quarter Regression Results . . . . .  . . . .  93
Price Prediction - Third Quarter, 1970. . . . . . . 97
Price Prediction - Fourth Quarter, 1970 . . . . . . 99
Price Prediction - First Quarter, 1971 . . . .  . . 100
iv
Price Prediction - Second Quarter, 1971 101
V. CONCLUSIONS . 103
SOURCES CONSULTED . 107
LIST OF EXHIBITS
EXHIBIT
1. Periodic Annual Farm Sales of Chicken (Including Farm
Consumption) in the U. S., 1930-1969
2. Broiler Production, Prices, and Per Capita Consumption,
1950-1969• • “ • • • • •   ^ A
Periodic Per Capita Consumption of Broilers and 
Competitors
4. Major Broiler Producing States.
5. Feed Per Unit of Broilers Produced.
6. Broiler Commercial Storage, Exports Including Shipments
to Territories, and Military Consumption, 1959-1968.
/. Processors of Two-Thirds of the Nation’s Broilers .
8. Weekly High, Low and Close of Nearest Iced Broilers
Chicago Futures Market . . . .
9. Example of Cash and Future Price Difference .
10. Chicago Processed Broiler Prices by Quarter, 1966-1969.
11. Monthly Relationship of Chicago Ready-To-Cook Broiler
With Average Annual Price, 1966-1969 .
12. Broiler Production Time Intervals .
13. Broiler Production Response From Profitability.
14. Broiler Relationship Between Per Capita Consumption and
Farm Prices 1953-1969. . . . .  . . . .  . . .
15. Comparison of U. S. Average Farm Broiler Price and Size
of Nation Breeder Flocks . . . .
16. Monthly Relationship Between the Rate of Use of Breeder
Flock and Broiler Prices, 1967-1969.
17. Broiler Price Relationship With Competitive Meats, 1965 .
18. Broiler Price Relationship With Competitive Meats, 1966 .
PAGE
12
16
21
26
34
37
40
42
46
49
53
56
58
59 
61
Vi
63
64
66
68
70
71
72
79
81
83
84
85
87
88
90
91
92
94
95
96
Broiler Price Relationship With Competitive Meats, 1967
Broiler Price Relationship With Competitive Meats, 1968
Broiler Price Relationship With Competitive Meats, 1969
Projected Broiler Slaughter Based on Eggs Set and Chicks 
Placed in Commercial Areas by Weeks *
One Monthly Calculation of a Month’s Pullet Placement 
and Entry and Exit of The Primary Breeder Flock . „
Estimated Size of Nation’s Broiler Breeder Flock .
December, 1970 Breeder Flock Size Estimate Calculation .
Prediction of Broiler Type Egg Settings In Commercial. 
Areas and Rate of Breeder Flock Use
First Quarter Factors Used In Regression Analysis.
First Quarter Actual Prices of Chicago Grade A Dressed 
Broiler Compared to Predicted Price System * „
First Quarter Graphed Relationship of Actual Broiler 
Prices to Predicted Price System - -
Second Quarter Factors Used In Regression Analysis .
Second Quarter Actual Prices of Chicago Grade A Dressed 
Broiler Compared to Predicted Price System . . « . r
Second Quarter Graphed Relationship of Actual Broiler 
Prices to Predicted Price System
Third Quarter Factors Used In Regression Analysis.
Third Quarter Actual Prices of Chicago Grade A Dressed 
Broiler Compared to Predicted Price System
Third Quarter Graphed Relationship of Actual Broiler 
Prices to Predicted Price System
Fourth Quarter Factors Used In Regression Analysis .
Fourth Quarter Actual Prices of Chicago Grade A DRessed 
Broiler Compared to Predicted Price System ■. „ . . .
Fourth Quarter Graphed Relationship of Actual Broiler 
Prices to Predicted Price System
INTRODUCTION
The major purposes of this study are to (1) analyze broiler 
prices, (2) point out their importance and (3) present some basis for 
price prediction. The latter has received the most attention.
The history of broiler production is not directly related to 
the above points, but even so it is necessary to give a brief back­
ground of the industry for one to get a total view of the subject. 
Without this knowledge, one would not be aware of the tremendous 
growth, expansion, and important developments that have taken place.
For this reason Chapter I presents the history of the broiler industry. 
This chapter will give one a clearer understanding of the subjects dis­
cussed in the last three chapters and should be helpful in convincing 
one of the importance of the subject.
Chapter II points out the reasons firms should make, and revise 
quite often, their price predictions. Many advantages and opportunities 
are pointed out. The major point discussed is the need for greater sta­
bility in price and profits which would lead to a more efficient utili­
zation of factors of production. This chapter shows the need of in­
tegrating the firm’s price forecast into production scheduling of all 
segments of this vertically integrated industry. Also, there are 
facts presented which indicate that once price has been predicted, 
there will be more correction taken by both firm and industry than 
in the past. The changing structure of the industry is discussed as
is the new opportunities that become available with, introduction of the 
iced broiler futures market.
The basis presently being used by firms for price prediction is 
explored in Chapter III. In some instances more than one procedure 
is being used to make a needed calculation for price estimate. These 
cases are analyzed, and the most relevant ones are indicated. To show 
some of the reactions to these factors a very brief price analysis of 
the last five years is discussed.
Chapter IV is the most important one. It is concerned with 
predictions of the broiler price by quarters. Quarterly data is used 
for it is more accurate in price forecasting than monthly data. 
Quarterly data also is more helpful to firms in production planning.
So that these quarterly price forecasts may be related to the futures 
market, they are based, on the cash Chicago Grade A ready-to-cook 
broiler price. In trying to develop a reliable system for quarterly 
predictions of broiler supply and demand, several correlations and 
regression techniques were tried in the areas of supply and demand.
In the former case these techniques were unsuccessful, thus, other 
methods well known to the industry were used for estimation. In the 
latter instance a multiple regression equation was found to be success­
ful for predicting purposes. Predictions of quarterly prices obtained 
from this model are then compared to actual over the past 10 years, to 
determine the model’s price accuracy. The latter part of this chapter 
predicts quarterly broiler prices for one year (third and fourth 
quarter of 1970 and first and second quarter of 1971). This predic­
tion is based on conditions existing or predicted the last week in 
August, 1971. This should be of particular interest to broiler pricing 
analysts. Finally, Chapter V briefly summarizes the conclusions of this 
thesis.
CHAPTER I 
BRIEF HISTORY OF BROILER PRODUCTION
The setting of the broiler industry over the past three decades 
has been characterized by dramatic change. This first chapter sets 
forth the highlights of this "industrial revolution", including both 
the Internal technological changes and the major contributing factors 
coming from outside the industry itself.
Statistics show the dramatic growth and advancement that this 
industry has had since 1930 and particularly since 1955. The figures 
below (Exhibit 1) show the diminished importance of farm sales of chick­
ens and the Introduction and tremendous expansion of specialized broiler 
operations. Exhibit 2 is much more impressive. It points put that 
since the early 1950fs broiler production in the U. S. has increased 
five fold and per capita consumption has increased over 400%. The 
farm price decline has been almost 50%. In number of birds, produc­
tion grew from zero in 1930 to 1474.0 million in 1955 and then to an 
estimated 2834 million in 1969.
Particularly since 1950 there has been much improvement in 
quality, means of production and technology. One of the most important 
facts Is brought out in Exhibit 2 (price decline). Notice that the 
farm price averaged 26.54c in the five year period of 1951-55. The 
five year period of 1961-65 averaged 14.56c, a 45 per cent decrease
EXHIBIT 1
PERIODIC ANNUAL FARM SALES OF CHICKEN (INCLUDING 
FARM CONSUMPTION) IN THE U. S. - , 1930-1969 
(In Millions)
From Farm % Of From Specialized % Of
Years Flock Total Broiler Operations Total Total
1930-34 675.2 99% 6.8 1% 682.0
1935-39 587.2 89% 70.4 11% 657.8
1940-44 710.4 76% 224.4 24% 934.8
1950-54 506.4 37% 855.2 63% 1361.6
1955 382.0 26% 1092.0 74% 1474.0
1960 272.0 13% 1795.0 87% 2067.0
1965 Unavailable 2334.5
1968a Unavailable 2599.5
1969b Unavailable 2834.0
^Preliminary.
Estimated by Author.
Excludes Hawaii and Alaska until 1960. 
Source: U. S. Department of Agriculture.
EXHIBIT 2
BROILER PRODUCTION, PRICES,
AND PER CAPITA CONSUMPTION, 1950-1969
Live Weight Per Capita
Production Pounds Farm Price Consumption
Year (In Millions) (In Cents) (In Pounds)
1950 1,945 27.4 8.7
1951 2,415 28.5 10.4
1952 2,624 28.8 11.7
1953 2,904 27.1 12.3
1954 3,236 23.1 13.7
1955 3,350 25.2 13.9
1956 $ 4,270 19.6 17.5
1957 4,683 18.9 19.1
1958 5,431 18.5 22.1
1959 5,473 16.1 22.7
1960 6,017 16.9 23.7
1961 6,841 13.8 25.9
1962 6,917 15.2 25.2
1963 7,284 14.6 27.0
1964 7,524 14.2 27.5
EXHIBIT 2— Continued
Live Weight Per Capita
Production Pounds Farm Price Consumption
Year (In Millions) (In Cents) (In Pounds)
1965 8,106
1966 8,750
1967 9,181
1968a 9,260
1969b 10,100
15.0 29.4
15.3 32.2
13.3 32.7
14.3 32.4
15.1 35.2 -^ 7 ^
^Preliminary.
Estimated by Author.
Source: 1969 Commodity Yearbook p. 38.
in ten years. The consumer has rewarded the Industry with increased 
demand as the industry continually increased supply.
How has the commercial broiler growth rate compared to that 
of its competitive products? Exhibit 3 gives us a brief analysis of 
per capita consumption of broilers and its competitors. This should 
clearly answer this question. In each decade since 1940, the per­
centage gain of per capita consumption of broilers far exceeds other 
competitive meats.
"If, as has often been said, 'the greatest task of the busi­
ness administrator is the management of change,T then the veteran 
managers of the broiler industry have faced a succession of tasks 
worthy of a high standing in the record book of american busi­
ness. "1
How did all this take place? The remainder of this chapter 
will discuss some of the more important developments under the follow­
ing nine headings.
1. The Post World War I Poultry Business
2. The Influence of World War II
3. Technological Progress
4. Expansion of Credit
5. Mandatory Inspection
6. Mass Retailing
•^ Henry B. Arthur and Bernard F. Tobin, Dynamics of Adjustment 
in the Broiler Industry (Boston: Harvard University Press, 1964),
p. 12.
EXHIBIT 3
PERIODIC PER CAPITA CONSUMPTION OF 
(In Pounds)
BROILERS AND COMPETITORS
Year
Commercial
Broilers Turkeys
Beef & 
Veal
P<?rk Ex­
cluding Lard
1930 1.5 55 67
1940 2.0 2.9 62 73
1950 8.7 4.1 71 69
1940-1950 
10 Year % 
Increase 335% 41% 15% (5%)
1959 22.7 6.3 87 68
1950-1959 
9 Year % 
Increase 161% 54% 23% d%)
1968* 32.4 8.0 112 64
1959-1968 
9 Year % 
Increase 43% x 13% 29% (6%)
Preliminary.
Source: U. S. Department of Agriculture.
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V. Exports, Military Consumption, and Commercial Storage
8. Vertical Integration
(a) Economies of Scale
(b) Improved Quality
(c) Decreased Prices
9. Restaurant Advertising
POST WORLD WAR I POULTRY BUSINESS
There were very few farms who produced poultry for meat before
1935.^ The typical poultry meat came from hens culled from laying
flocks and the male half of the replacement hatch which led to poor 
quality and off flavored taste when compared to today's product. Be­
cause the roosters were allowed to range in the barnyard they produced 
tough meat. They were sold from June through September as fresh 
killed birds. The older hens were sold off partly in the summer after 
hot weather had arrived, and partly in the late fall and winter when 
the cold weather reduced or halted their egg production.3 As a result 
chickens were not well accepted by the consumer.
Some signs of a transition began to appear in the 1920's. The
early origin of the broiler industry began on the eastern shore of 
Chesapeake Bay. As it is today, although in different areas, the 
early broiler production was in concentrated areas. In addition to 
Delmarva (east of Chesapeake Bay) these areas were New England, Arkansas, 
East Texas, and California. Other producing areas of significance
2Ibid., p. 13.
^Ibid., p. 14.
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were developed in Indiana, Kentucky and Virginia. Why it took hold 
just where it did may have been partly a matter of resources and 
people available to care for and feed the broiler chicks, or may have 
been a matter of rapid access to large eastern markets.4 Later de­
velopments brought rapid expansion in the Southeast.
The south was a "natural"- for the expansion of the broiler in­
dustry. The climate, low cost land, materials, and labor, and the 
ability to expand was in the South1s favor when compared to the other 
areas. The SouthTs per cent of total production increased from 42% 
in 1950 to 70% in 1960.
Today (1970), ten states (Exhibit 4) control about 90% of the 
broiler production; five of which control almost two-thirds of broiler 
production. Notice that the ninth and tenth volume states (Maine and 
California) produce less than one-sixth as much as the leading state 
(Georgia).
The South’s magnetic appeal to the broiler industry was its 
low costs. As King Cotton began to desert the area for higher- 
yielding opportunities elsewhere, poultry moved in. Labor, both
for ,the building and for the growing out of broiler flocks, were
both plentiful and inexpensive.^
THE INFLUENCE OF WORLD WAR II
There is much belief that World War II gave the industry a
4Ibid., p. 15
c
Fred Bailey, "Understanding The Iced Broiler Futures Market," 
Commodity Year Book (Commodity Research Bureau, Inc., 1969) p. 36.
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EXHIBIT 4 
MAJOR BROILER PRODUCING STATES
% Of
Number of Broilers Total
State 1967 (In Thousands) U . S.
Georgia 447,123 18%
Arkansas 365,371 15%
Alabama . 324,629 13%
North Carolina. 262,872 10%
Mississippi . 196,931 8%
Texas . 161,434 6%
Maryland. 151,032 6%
Delaware. 127,346 5%
Maine . 73,907 3%
California. 69.045 3%
Total Top Ten . . 2,179,690 87%
Total U. S. . 2,506,867
Source: U. S. Department of Agriculture.
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big push forward by creating the conditions that showed there was much 
potential for profit. Production increased 2% times between 1940 and 
1945 or from 143 to 366 million broilers respectively. The 223 million 
increase far exceeded the 100 million increase for the previous five 
years (1935-1940).
During 1940 to 1945 the broiler industry was handicapped by 
poor feed quality, heavy disease losses, and sharply increased labor 
and transportation; nevertheless production increased (223 million) 
almost as much as the 265 million from 1945 to 1950. During this 
period of rapid expansion there was good profit at the ceiling farm 
price and equilivant prices of 50 cents per pound was commonly paid.
There were in the large majority of instances different entre­
preneurs in every segment. This included hatcheries, feed mills, breed­
er pullet producers, breeder hen producers (eggs), broiler growers, 
processing plants, hauling (transportation), wholesaling and retailing. 
Most of these operations were very small by today's standards and
g
economies of scale were poor. Yet, there was profit for everyone 
with consumers paying the p r i c e . 7
TECHNOLOGICAL PROGRESS
There was a great deal of technological progress between 1945
^Barton A. Westerland, Broiler Market Prospects For the In­
dependent Processor, With. Special Reference to Arkansas (Little Rock., 
Ark.: University of Arkansas, 1963, p. 19. *
7Author and Tobin, Dynamics of Adjustment, p. 16.
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and 1955. During immediate post war era intense activity and invest­
ment was devoted to developing strains of chickens bred exclusively 
for their meat qualities. It seems reasonable to assume that the cash 
earnings of the broiler business during the war period played an im­
portant part in this allocation of capital. Capital was also required 
for basic research in the years following the war so that continuous 
expansion could take place in the long run. There is no question that 
in the past when there has been good profits there has been immediate 
expansion of production.
The first ten postwar years witnessed innumerable advances in 
technology. This included more efficient and higher calorie feed 
rations, broiler housing, processing plant operations, and shipping 
both before and after processing. The main point is that during this 
ten year period these technical improvements came rapidly and probably 
represent the highest intensity of technical progress of any ten year
O
period in broiler production industry. From 1945 to 1955 the cost of 
production was reduced from an estimated figure of over 30 cents per 
live weight pound to the 25 cent range.9 This was great progress con­
sidering that during this same period of time the average hourly 
earnings of industrial production workers more than doubled ($.85 to 
$1.86 per hour). Also, feed prices were up 63%, but some of this was 
due to higher calories and better qualities of the feed formulations.
8Ibid., p. 18.
 ^Ibid.
One can easily see from Exhibit 5 the improved performance from im­
proved feed quality. There may never be a period in the future that 
will have as much technical improvement.
Today, from better housing, least cost per pound of chicken 
feed formulation through linear programming, and other advances, the 
feed conversion (amount of feed to produce 1 pound of meat) which 
depends upon the weather, housing, and servicing, but mainly on the 
feed formulation, is between 2.0 and 2.5 compared to a 2.5 average in 
1962. If high calorie ingredients such as fat and fish meal are un- 
economically priced, a lower calorie feed will be used and the result 
will be a higher feed conversion and vice-versa. These changes are 
made only for least cost production. The length of productive time 
is almost taken into consideration for it could easily take 5% more 
production time for a lower calorie feed.
The average production time has been reduced to 9 weeks at 
present, compared to the 12 to 16 weeks in the 1940*s. This reduction 
in growing time means that 25% more broilers can be produced in the 
same amount of space and facilities. This is a sound cost reduction.
In addition, todayTs birds are of larger size and better quality.
EXPANSION OF CREDIT
The different segments, as previously describedwere typi­
cally closely held and individually owned businesses with one exception,
16
EXHIBIT 5 
FEED PER UNIT OF BROILERS PRODUCED
Feed Units
I
i
1940 1945 1950 1955 1960 19681
aFeed units used per pound of liveweight. A feed 
unit is the economic equivalent of one pound of corn.
^Estimated.
Source: U. S. Department of Agriculture.
^
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the feed mill. The feed mills were usually owned by large corporations. 
Among these firms were Ralston Purina, Allied Mills, Central Soya, 
Pillsbury, and Nebraska Consolidated Mills. It is quite clear that 
these large feed manufacturing companies extended increasing amounts 
of credit to broiler grower s. ^ *They were the principal bankers of 
the broiler growing segment until the mid 1950rs when vertical inte­
gration was taking place and the individual growers started to grow 
on a contract basis for a vertical integrated firm, a large firm, or 
an entrepreneour that was only partly integrated.
Most of this credit was through the feed dealer as the middle 
man. In fact, according to research done by colleges of agriculture 
in District States in 1951, 98% of broiler growers were using open 
account credit provided through feed dealers. The feed manufacturers 
were able to furnish this credit because of their financial stability,. 
Broiler feed margins during this period of time were very good, which 
encouraged feed manufacturers to issue credit to acquire additional 
feed business. This lenient credit by the feed manufacturers also 
allowed for expansion of the broiler business. Farmers also relied 
more and more on the guidance of feed manufacturers and dealers in 
managing and producing because of the technical competence of these 
firms.
MANDATORY INSPECTION
Prior to 1959 the inspection of poultry, usually at the pro-
■^Arthur and Tobin, Dynamics of Adjustment, p. 21.
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ceasing plant, was on a voluntary basis. It was administered by the 
U. S. Department of Agriculture and paid for by the processing plants. 
The theory behind the voluntary inspection was that the inspected 
poultry would bring a better price and, therefore, the cost of inspec­
tion was justified. Under this arrangement the percentage inspected
12only increased from 18% in 1955 to 26% in 1958.
The industry, of course, desired to gain greater consumer 
confidence as well as to provide assurance against public health 
hazards that may result from the substandard practices of a few 
processors. As a result the industry, along with some U. S. Depart­
ment of Agriculture officials, urged mandatory federal inspection. 
After January 1, 1959 poultry sold in interstate commerce became sub­
ject to compulsory federal inspection. Many firms expanded and up­
graded their operations sooner than they otherwise would have in order
J O
to comply with the federal inspection.
This law helped promote technology and sales in the broiler 
industry. Consumers knew that all poultry sold out of the primary 
producing states would be federally inspected.
MASS RETAILING
In the late 1940fs the popularity of the speciality meat 
market declined and meat became a self-service product as had many
12Ibid., p. 24.
13Ibid., p. 26.
19
other items. In the previous decade. Broilers were an ideal product 
to benefit from these changes in retailing of meats. They were con­
venient and uniform in size for certain markets. The industry used 
consumer appeal techniques in producing pigmentation and quality. 
Packaging and wrapping also added appeal.
Many consumers feel that broilers have been the best buy from 
the meat department for a number of years, but the featuring of broilers 
at low prices undoubtedly had a great deal to do with the broadening
of the market.14
Many supermarkets used broilers as a price leader and adver­
tised them heavily at sometimes extremely low prices particularly in 
the early I960*s. Many times they were sold at 5 to 10 cents per 
pound below cost to attract customers.^
There have been some who claim that the big difference be­
tween the "special'1 prices and the "regular" prices hurt the sale of
broilers and income for the industry when these low prices began to 
1 fidisappear. From this study it seems that the distressed prices or 
„ —
Ibid., p. 27.
^When this author was working in Decatur, Alabama at a Poultry 
Division Headquarters, the manager of broiler production sent the 
employees in Alabama a memo stating that they could buy broilers whole­
sale at the processing plant which was fifteen miles north in Athens.
The dressed wholesale prices ranged from 25 to 30 cents per pound. He 
did not get any takers since at that time at least one supermarket in 
Decatur had advertised retail prices at 19 cents per pound almost every 
weekend.
"^Arthur and Tobin, Dynamics of Adjustment, p. 27.
20
"specials" benefited the. industry in at least four ways. Cl) One of 
the major benefits would be the tremendous amount of free advertising 
the industry received from these featured prices. C2) The consumer 
was educated through this process that Broilers were the best buys in
relation to their other purchases from the meat counter. (3) It
seems that It would be clear that this promoted higher consumption and
expansion of the industry. C4) This expansion probably allowed some
firms to reach better economies of scale.
EXPORTS, MILITARY CONSUMPTION AND COMMERCIAL STORAGE
The American broiler industry led the world in reducing the 
cost to produce poultry meat. Due to this and the resulting price de­
clines, exports increased in the late 1950fs and early 1960fs as shown 
following in Exhibit 6. With the great price declines one would have 
expected a greater increase in export shipments * but this was slowed 
by the actions of the Common Market Countries. They increased their 
restrictions which resulted in an increase of combined duties and taxes 
on broilers from 5 cents per pound to a level between 12 and 14 cents 
in 1962-63. Due to this, and the fact that local broiler production 
has been started in other countries and territories, the volume of 
these shipments have gradually declined since 1964.
Cold storage of broilers, as shown in Exhibit 6, varies from 
year to year, but in recent years the amount in cold storage usually 
represents less than a two week supply. Frozen broilers have not yet
21
EXHIBIT 6
BROILER COMMERCIAL STORAGE, EXPORTS INCLUDING 
SHIPMENTS TO TERRITORIES, AND MILITARY CONSUMPTION, 1959-1968
(In Million Pounds)
Commercial Storage 
at Beginning of
Year Year
1959 179
1960 161
1961 130
1962 160
1963 124
1964 135
1965 138
1966 108
1967 163
196 8a 169
Preliminary.
Source: U. S. Department of
Exports and Ship- Military
ments to Con-
Territories sumption
142 69
182 74
247 79
262 98
226 84
250 87
191 94
172 97
159 104
154 110
22
been well accepted by the consumer. The.'military consumption has 
gradually increased in the last decade, but it is not significant since 
it only represents about IX of consumption.
In Chapter III, which discusses a basis for broiler price pre­
dictions, the subjects of exports, storage, school lunch programs, and 
military consumption will not be considered in detail since they re­
present such, a small percent of total consumption. The year-to-date 
change of these factors cannot be predicted accurately if there is not 
advance notice of government purchases. This is usually the situation. 
On this basis one must use history as a guide for the estimates.
VERTICAL INTEGRATION
The mass integration of the industry took place between the 
mid 1950Ts and the early 1960’s. All segments of the industry were 
brought together and firms no longer had to rely on other firms or 
entrepreneurs as they did in the past. Production schedules in all 
phases were accurately planned. The growers contract to furnish housing, 
heating, cooling, and labor with the firms furnishing the baby chicks, 
feed, medicine, and technical service.
There are a number of reasons why integration has taken place 
in the broiler industry. Chief among them is the need to be assured 
of a constant supply of uniformly high quality birds. Also, 
economies can be achieved by scheduling production so that each 
stage of production is operating as near it’s optimum capacity as 
possible at all times.
As specifically shown below, economies are much improved in
18Westerland, Broiler Market Prospects, p. 65.
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broiler processing plants when they are operated at capacity.
Results of the study indicate that for ten model plants, 
ranging in production capacity from 150 to 10,000 broilers per 
hour. The savings in cost are approximately 2.5 cents per pound 
liveweight if all plants are. operated at capacity. Fifty-three 
per cent of the savings in costs per pound occurs by extending 
capacity from 150 to 600 broilers per hour. Nearly 90 per cent 
of the decrease in per unit cost is achieved at the 3,600 bird 
per hour head size. ^9
The best plant economy of scale for both feed mills and 
hatcheries is also capacity. ^ 0
Firms integrated because of the increased efficiency which re­
sulted. They could reach their optimum level of production in each 
stage, thus lowering costs and prices. Their better financial capacity 
and bargaining power enables them to extract better terms from their 
customers (chain stores and distributors) than the unintegrated pro­
cessor. With greater volume purchases they are also able to have 
greater bargaining power for feed ingredients and medicine.
In addition, some firms integrated to keep their customers. 
Decreased prices with less margin helped force integration. It has 
been extremely successful. It is estimated that presently well over 
90% of broiler production comes from integrated firms. There have 
been disadvantages given for integration, but they seem to be invalid 
considering the fact that the firm has the capital to reach the desired 
economy of scale.
19Ibid., p. 30.
20Personal experience and opinions of some industry leaders.
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The big development that has most recently taken place is the 
consolidation of these large integrators. This should give the in­
dustry some advantages. The details of this will be left for the 
next chapter.
RESTAURANT ADVERTISING
The expansion of fast food outlets, such as Kentucky Fried
21Chicken has added to the broiler demand. Many of these type operations 
have advertised heavily. More people are eating out, especially at 
these fast food outlets. As these operations continue to expand and 
advertise, it should be of some help in promoting broiler production.
It seems that all these nine points above have together made 
a significant contribution to the growth of the broiler industry. 
Probably the two most important areas are technological progress and 
vertical integration. As was shown, technological progress and vertical 
integration reduced the cost of production and decreased broiler prices 
followed. Other subjects that effect the broiler industry will be 
discussed in the following three chapters. The final chapter (V) will 
bring together all these developments in a brief summary of conclusions.
^As an example, confidential industry sources estimate that 
Kentucky Fried Chicken markets approximately 6% of the U. S. broiler 
sales. This firm, along with many of Its competitors, were practically 
unknown 20 years ago.
CHAPTER IX
REASONS FOR PRICE PREDICTIONS RX FIRMS
LARGE FIRMS INCREASE AND SMALL FIRMS DECLINE
One of the major reasons that broiler price prediction is 
important is that fewer and fewer firms control broiler production.
The cycles of "boom" and "bust" years are of the greatest importance 
to industry leaders. It would probably be reasonable to say that 
three decades ago the 100 largest controllers of broiler production 
probably did not represent as much as 25% of the industry.
Since this was the case, the smaller firm did not have either
the knowledge to predict prices or the ability to hire special analysts.
Even if a "bust" was to be predicted for the future it would be hard 
to convince this group to decrease planned production output.
Now that the control of the industry is getting in to the 
hands of a few large diversified firms and entrepreneurs there is a 
much greater possibility that some corrective action will be taken since 
the facts show that instability will result and prove harmful to the in­
dustry from the "boom" and "bust" cycles.
Dr. William R. Henry has established that as of July 1, 1969,
forty-six firms process two-thirds of the nation's broilers. Since 
over 90% of broiler production is integrated operations, we would 
think of the percent being processed by a firm as being the percent 
of production that the firm controls. For this detailed analysis see 
Exhibit 7.
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EXHIBIT 7
THEY PROCESS TWO-THIRDS OF NATION’S BROILERS
Estimated 
1968 Slaughter Percent of Total
(Live, Millions U.S. Slaughter 
of Pounds)  Firm Cumulative
1. Ralston Purina Co. 515 5.56 5.56
2. Federal Co. 428 4.62 10.18
3. Swift & Co. 403 4.35 14.53
4. Cotton Producers Assn. 391 4.22 18.75
5. Central Soya 366 3.95 22.70
6. Wilson & Co. 320 3.45 26.15
7. Allied Mills 262 2.33 28.98
8. Pillsburg Co. 238 2.57 31.55
9. Arkansas Valley Ind. 228 2.46 34.01
10. J-M Poultry Packing Co. 191 2.06 36.07
11. Campbell Soup Co. 166 1.79 37.86
12. Marshall Durbin & Co. 154 1.66 39.52
13. Southeastern Poultry 138 1.49 41.01
14. Tyson Foods 133 1.43 42.44
15. Rockingham Poultry Mkts. 116 1.25 43.69
16. Armour & Co. 108 1.16 44.85
17. Foster Farms 101 1.09 45.94
18. Nebr. Consolidated Mills 95 1.02 46.96
19. Md. Chicken Proc. 91 .98 47.94
#
oCM Cagle1s Inc. 87 * .94 48.88
21. Ocomo Foods 87 .94 49.82
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EXHIBIT 7— Continued
Estimated
1968 Slaughter Percent of Total
(Live, Millions U. S. Slaughter
of Pounds) Firm Cumulative
22. Mountaire Farms 87 .94 50.76
23. Marell Poultry 79 .85 51.61
24. Golden Rod Broilers 75 .81 52.42
25. Kane-Miller 75 .81 53.23
26. Walley-Clegg Co. 75 .81 54.04
27. Sanderson Farms 75 .81 54.85
28. Miss. Federated Co-ops 71 .81 55.66
29. Watson Seafood & Poultry 66 .71 56.37
30. Decatur Foods 66 .71 57.08
31. P & L Processors 62 .67 57.75
32. Penobscot Poultry Co. 62 .67 58.42
33. Lipman Poultry Products 62 .67 59.09
34. Breeden Poultry & Egg, Inc. 62 .67 59.76
35. Spring Valley Farms 60 .65 60.41
36. Paramount Poultry 60 .65 61.06
37. B. C. Rogers & Sons 60 .65 61.71
38. Maplewood Packing Co. 60 .65 62.36
39. Perdue Foods 60 .65 63.01
40. H & H Poultry 58 .62 63.63
41. Townsend’s Inc. 58 .62 64.25
42. Victor F. Weaver 58 .62 64.87
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EXHIBIT 7— Continued
Estimated
1968 Slaughter Percent of Total
(Live, Millions U. S. Slaughter 
 of Pounds) Firm Cumulative
43. Showell Poultry 58 .62 65.49
44. Lane Poultry Farms 58 .62 66.11
45. Hillcrest Poultry 58 .62 66.73
46. J. D. Jewell 58 .62 67.35
*In the cases of operations merged or sold prior to July 1, 1969, 
estimated 1968 slaughter is included in totals of the surviving or 
parent firms.
Source: 1
-^Dr. William R. Henry, "1969 Ranking of U. S. Broiler Plant 
Leaders," Broiler Industry, August, 1969, p. 25.
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Some other Important statistics that Dr. henry points out are:
One—third of the total output is produced by the 16 plants by 
the nine largest firms. The largest firm in this group processes 
about 5.5% of all broilers in the United States, the smallest,
2.5%.
The next 36 firms in order of size have 59 plants and produce 
another one-third of the total. The largest firm in this group 
processed about 2.0% of United States broiler production; the 
smallest, about 0.6% of total output.
The final one-third of total U. S. output is shared among 
perhaps 200 firms. Most of these are very small. The 100 smallest 
processors are believed to account for less than 4% of total 
broiler slaughter.
Firms with common stock listed on exchanges or traded Over the 
counter are now processing about 38% of total U. S. production. 
Firms with widely distributed stock are typically more concerned 
about stability of earnings and dividends than firms with closely 
held stock. There is speculation that industry expansion will be­
come more estrained as the proportion of industry capacity that is 
controlled by firms with listed or OTC stock increases.
Due to continued mergers of firms with combined total of less 
than 5% and the internal growth of these firms along with the internal 
growth of firms now bordering the 5% figure, it is very conceivable 
that by the end of this decade there will be less than 25 firms re­
presenting as much as 80% to 90% of the total market. Many of these 
25 could be well over 5% of market with internal growth.
Dr. Henry is probably correct in his opinion that the "5% rule"
3
announced by the Federal Trade Commission indicates opposition to 
future acquisitions or mergers where the combined market shares would 
exceed 5% of industry output.
2Ibid.
3
U. S. Department of Justice, Merger Guidelines, May 30, 1968.
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Since the effective date of Exhih.it 7, July 1, 1969, some sig­
nificant changes have taken place. For example, Pillsbury (No. 8) has 
acquired J-M Poultry (Ho. IQ), almost reaching the 5% market level, 
making them the second largest Broiler processing firm. Nebraska 
Consolidated Mills has acquired a smaller firm, and expanded production 
and now ranks close to the top ten in processing of broilers. Firms 
as Golden Rod Broilers (No. 24), Maryland Chicken Processors (No. 19), 
and Cagle’s (No. 20), have expanded production so that they now each 
represent over 1% of the market. A year ago 46 firms controlled 67% 
of production. From these changes it would now be estimated that 44 
firms control approximately 75% of production.
Another trend is toward more publically owned stockholder firms 
rather than family held organizations. Kentucky Fried Chicken with 
it’s consumption being approximately 6%^ of the total market has re­
cently gotten into the production segment with the acquisition of 
Walley-Clegg (No. 26 - Exhibit 7). If Kentucky Fried Chicken is 
successful with this acquisition they could acquire other firms and 
expand rapidly for they would have no problem marketing their birds.
Recent mergers and consolidations should prove helpful in 
making available funds from internal sources, or from a wider 
spectrum of hen agencies. Such additional sources of cash could 
aid in curbing excessive cutbacks - holding them in line with 
longer range price market judgment.5
^See footnote 21, p. 24.
Henry B. Arthur and Bernard F. Tobin, Dynamics of Adjustment 
in the Broiler Industry (Boston: Harvard University Press, 1964)
p. 127.
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With, these, bigger companies, economies of scale have been 
reached long ago in their individual processing plants, hatcheries, 
and feed mills, but greater economies come from nutritionists, least 
cost formulation through linear programming, purchasing agents, econ­
omists, and management. Only slightly more of these inputs are re­
quired to serve a large operation than a small one. For example, 
when a computer is used for least cost feed formulation, this cost is 
one-tenth of the original volume if the feed volume per formula is ex­
panded ten times. A national or diversified firm can much better ad­
verse broiler market conditions. It can maintain an unprofitable 
segment while other parts are profitable.
LATE DEVELOPMENT OF THE FUTURES MARKET
Because volume in the broiler industry is large and unit profit 
margins are small, even nominal price variations can mean a very prof­
itable or unprofitable period of time for the industry. This was one 
of the major reasons the industry encouraged the Chicago Board of Trade 
to provide a futures market in iced broilers. In late summer of 1968 
the Chicago Board of Trade began to trade iced broilers. The trading 
months were originally established as January, March, May, July, Sept­
ember and November. The futures market has been so successful that in 
the summer of 1970 the Board of Directors of the Chicago Board of Trade 
decided to begin trading every month. The months not mentioned above 
will be opened for trading two or three months prior to the particular 
month. At present, (August, 1970), trading is occurring up to seven 
months into the Futures.
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Each. contract is for 25,000. pounds and the commission is $25.00 
per contract for non-members of the Chicago Beard of Trade and $12.50 
for members. The large producers in the industry are members so for 
a roundturn*bf a contract their commission cost is only .05 of a cent 
per pound.
Future prices move in relation to Chicago cash prices, which 
in 1967 varied 36%, in a range from $21.13 to $28.60/cwt. or a diff­
erence of $7.47/cwt. This variance would be equal to more than $1800^ 
on a futurers contract. With a $300 margin per contract required by 
most brokers, this is attractive to speculators.
In their report, nThe Futures Market as a Broiler Marketing 
Tool,1' Cornell University Professor Max E. Brunk and Laurence B. 
Darrah point out the extent of variability in broiler prices.
Within the 44 week period ending in mid-June, 1968 weekly 
average broiler prices in Chicago ranged from a low of 21.25 
cents to a high of 29.25 cents, nearly a 38% change. Equally 
impressive is the fact that these prices have not held at the 
same level for more than three weeks. In fact, they held 
Steady for three weeks on only three occasions, steady for two 
weeks on seven occasions, and the rest of the time they changed 
from week to week. This is the situation the broiler industry 
has faced in the past and will continue to face in the future. 
It should be very attractive to speculators, and it provides 
adequate reason for the industry to use the futures market to 
limit the impact of price changes.8
^In and Out of a Contract.
^This is calculated by using the $7.47/cwt. difference in the 
high and low broiler price times the 25,000 pound contract equalling 
$1867.50 minus commission of $25.00 for a net of $1842.50.
Q
Fred Bailey,"Understanding The Iced Broiler FutureTs Market," 
Commodity Year Book (Commodity Research Bureau, Inc., 1969), pp. 41-42.
33
Exhibit 8 which has the nearest futures market graphed on a 
weekly basis showing the weekly high, low and close, also shows the 
wide price spread. This exhibit represents the futures market re­
action since iced broilers began trading up to July, 1970. Notice 
that there was almost a 52% increase between the eight month period 
of November, 1968 to July of 1969 and a 45% decline in the short 
period of slightly over three months from the latter part of July,
1969 to the first part of November, 1969.
Integrators own the broilers and use the futures market for 
price protection to cover known costs. They can use the iced broiler 
contracts, along with corn and soy futures to virtually fix the margin 
between feed cost per pound and broiler sale price per pound. Feed 
cost is approximately 70% of the broiler growing cost and approximately 
50% of the breeder hens hatching egg costs.^ The other expenses can be 
estimated very accurately for seven months in advance. This leaves 
the broiler producer the opportunity to fix or hedge his profits or a 
percentage of them for seven months in advance.
Here’s how this could be done:
Assume he expects to market a million head of broilers to an 
average eviscerated weight of three pounds in the month of January, 1971. 
He expects to feed 8.4 million pounds of mixed feed to these birds.
This feed will contain about 62.5% ground yellow corn (5.25 million 
pounds) and 12.0% soy meal (1.008 million pounds).
9
Source Confidential.
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EXHIBIT 8
WEEKLY HIGH, LOW AND CLOSE OF NEAREST 
ICED BROILERS CHICAGO FUTURES MARKET
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To hedge planned production, the. producer would sell 120 
January, 1971 iced broiler futures (25,00(3 pounds each, contract), 
would buy 19 December, 19.70 corn futures (5,000 bushels, or 280,000 
pounds each contract), and would buy five January, 1971 soybean meal 
futures (100 tons each contract). Early in the delivery periods of 
these contracts, the producer would offset by buying 120 January broiler 
and selling 19 December corn and five January soybean meal contracts. 
Total transaction costs for the entire hedging operation would be 
$9,500 to $10,000 or approximately one-third of a cent per pound. The 
firm would want to compare the future prices on corn and soybean meal 
with the prices it could purchase on the cash market. This would de­
termine whether the best position would be in a contract with its 
supplier or a contract on the trading board. Management would also 
study the cash price predictions of the firmfs broiler pricing analyst 
to determine if the cash broiler price will be higher or lower than 
the future’s market* If they are convinced that the cash price will 
be higher, then no action would be taken on the board in this situation 
unless their return is so good that they will be satisfied with it.
They look at their profit knowing that their return on investment is 
very satisfactory even if cash prices are higher.
On the other hand, the processor may want to buy broiler 
futures. When the cash and future prices are selling at a discount 
below cash prices it could be an advantage to do the following: Rath­
er than holding live broilers for a week or so longer and beyond their 
ideal weights and gambling on cash prices rising, the producer would
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sell his cash, broilers at the normal weight and buy the futures. This 
would also be gambling, but this system would seem much more reason­
able since the cost of production per pound would not increase above 
normal. Also, a longer period of time could be allowed for the price 
rise with the future’s market. If the market advances there would, 
of course, be a profit when the futures were liquidated. If the 
market declines a loss will occur, but it would be less than if the 
birds had been fed longer than normal with a decreased cash price and 
an increased production cost. Here again the key to the decision is 
whether the cash price prediction is convincing.
The futures prices may be lower or higher than the current 
cash prices. The industry, and mainly it's customers, have not wanted 
to price the cash broilers over a few days ahead due to such reasons 
as storage and carrying charges. The normal procedure is to price on 
Wednesday's or Thursday's for delivery the remainder of that week and 
up to that time the following week. At the end of a future’s contract 
month the cash and future's prices normally come together or at least 
very close together. An example of this is shown in Exhibit 9. In 
this exhibit the futures and cash prices could be reversed, depending 
upon the expectation of the cash price.
There are many reasons for buyers or sellers on the other 
side of a broiler producers futures contract. It has already been 
shown that speculators will get involved because of a possibility of 
an excellent return for a small investment. Retail chains can utilize
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EXHIBIT 9
EXAMPLE OF CASH AND FUTURE PRICE DIFFERENCE
Price
Futures Price
Contract Month
Cash Price
Start of 
Trading
Month
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the broiler futures market to buy a highly perishable item at low prices 
months in advance of a planned promotion without having to store it, 
or carry it as physical inventory. Restaurant chains own the commodity 
and they can fix cost below their commitments by buying broiler future 
contracts equal to their supply commitments whenever future prices 
are below their price commitments.
The future’s market has been very successful. It has given 
the industry the opportunity to hedge both costs and prices.
CONTROL CYCLES
The broiler industry has had a history of going through cycles 
of excellent profits followed by a period of operating at substantial 
losses. These cycles seem to come about approximately every three 
years and last for several months.
Notice from Exhibit 2 that in 1956 prices averaged more than 
20% lower than the previous year or the average of the previous six 
years. This was at a time when cost was still high and the industry 
was not yet integrated. This was a very unprofitable price, but the 
industry made adjustments as have been previously discussed in Chapter
I. A similar situation prevailed much of 1959, 1961, 1964, and 1967. 
Host broiler pricing analysts have warned that the cycle of un­
profitability is beginning now (mid 1970) at a later stage than normal 
due to very high pork prices during late 1969 and early 1970.
When the very profitable months have been followed by industry
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expansion and investment there are usually.months of broiler production 
below the breakeven. This has led to the elimination or consolidation 
of small or inefficient operators.
If the industry gives price analysis the proper consideration 
the prolonged months of operating in the red will be eliminated. It 
is very important to the industry that expansion should be allowed to 
prevent extremely high profits or another "bust11 will surely result.
SEASONAL PRICE SWINGS
Seasonal and holiday production should be reduced or increased 
when there is evidence that there will be wide variations in profits. 
Esdiibit 10 gives a good example of this. There is less demand for 
broilers during the fourth quarter. This quarter has been unprofit­
able to the industry in two and perhaps three of the last four years. 
Although the fourth quarter of 1969 was profitable it was much less 
so than the previous two quarters when there were extremely good 
profits. A similar situation prevails for the week of Easter. In 
the winter with less picnics and higher demand for other meats, the 
broiler demand is much less than the summer. Due to lack of enough 
adjustment by the industry, lower prices usually prevail. Cost of 
production is also higher during the winter months with the major 
reason being higher feed conversion because of unfavorable weather.
Exhibit 11 shows the monthly price relationship to the annual 
average price. One can easily see that July has been the highest 
priced month for the last four years and that there is a rather
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EXHIBIT 10
CHICAGO PROCESSED BROILER PRICES BY QUARTERS, 1966-1969
Cents/
Pound
31
30
29
28
27
26
25
24
23
22
1st 2nd 3rd 4th Quarters
Source: U. S. Department of Agriculture
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drastic downward price trend to October. After Christmas, prices 
have generally climbed at a good pace until the usual decline around 
Easter. After Easter, they generally go up to the July peak.
With fewer firms controlling production less variation in peaks 
and troughs should be forthcoming. There is some evidence that changes 
are being made in this direction. These changes and their limits will 
be discussed in Chapter IV.
It is understood that each firm when analyzing its price pre­
diction and output changes will take into consideration the variable 
or "out of pocket" cost in addition to fixed costs. Fixed cost per 
unit is small in broiler production compared to many other industries. 
This factor could encourage cutbacks. It is very conceivable that 
after this analysis has been made there may be no production cutback 
if, at a particular time, the margins are contributing enough to cover 
some fixed cost, even if there is a net loss projected.
Thus, the above has shown that price forecasting is more im­
portant than ever in the broiler industry. Once the price forecast­
ing is done, some changes for decreased or increased output is more 
likely to take place than in the past. The details on how output may 
be reduced or increased will be discussed in connection with the 
following two chapters.
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EXHIBIT 11
MONTHLY RELATIONSHIP OF CHICAGO READY-TO-COOK 
BROILERS WITH AVERAGE ANNUAL PRICE, 1966-1969
%
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CHAPTER XXX
BASIS FOR PRICE PREDICTION
The point hardly requires elaboration that broiler prices re­
flect the interaction of current broiler supply and current broil­
er demand. This price-making process occurs weekly in the nation’s 
major wholesale broiler markets. These major markets, for which 
the U. S. Department of Agriculture regularly reports prices are: 
Baltimore, Washington, D. C., Boston, Chicago, Cincinnati, Cleve­
land, Columbus, Denver, Detroit, Los Angeles, New York, Philadelphia, 
Pittsburg, St. Louis and San Francisco.
The weekly pricing schedule has already been described. On 
this basis the buyers and sellers are well informed of current supply 
and demand conditions. Buyers, for example, know the number of birds 
in flocks scheduled for immediate slaughter. If some birds fail to be 
processed that week for some reason, the buyers know they will be car­
ried over to the next week or two. Sellers know the approximate number 
of birds which buyers will need in order to meet demand. They are able
f
to know when the large retail chains are featuring broilers.
ANTICIPATING THE SUPPLY OF BROILERS
The U. S. Department of Agriculture publishes variable statis­
tics that may be used to anticipate the short run broiler supplies up 
to approximately one year ahead. To try to predict prices beyond one
"^Fred Bailey, "Understanding The Iced Broiler Futures Market," 
Commodity Yearbook (Commodity Research Bureau, Inc.,1969), p. 39.
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year seem useless for current production scheduling and efficiency 
measures. A year’s calculation gives the industry price information 
for production adjustments. Prices may he, of course, predicted in 
the long run for the long run outlook, hut these long run estimates 
could easily he unrealistic on an annual basis. The industry under­
stands this and makes their adjustments on the short run outlook. The 
U. S. Department of Agriculture statistics to watch are:
1. Chicks Placed. This is the number of broiler type baby
chicks that are placed in the broiler grow out house Cfarm house to 
raise) each week. These broilers will be processed and come to market 
approximately 9 weeks later.
2. Eggs Set. The weekly broiler type eggs set (placed in
incubators) report gives us a good indication of the number of birds 
that will come to market approximately 12 weeks later since it takes 
3 weeks for the hatch once the eggs are placed in the incubators and 
9 weeks to grow out the broiler to market size.
3. Breeding Flocks. The number of birds in the nation's lay­
ing breeding flocks (age 7 to 15 months) provides a good indicator of 
the longer-run supply prospects. The breeding flocks are the hens 
that lay the eggs to set in (2) above. Regularly published statistics 
report the number of birds in the present flock, the number of pullets 
added to breeder replacement flocks (to come in breeding flock at 
approximately 7 months of age) , the number of breeders tested and the 
number slaughtered. These figures can be significant. Pullets added
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to replacement flocks are those chicks which, about seven months later, 
will he ready to join breeder laying flocks. Normally, breeder hens 
are tested about one or two months before joining the laying breeding 
flocks. At that time they are five or six months of age. The "laying 
age" breeder flock is generally considered to be those hens from 7 to 
15 months of age.
Exhibit 12 shows in detail this time schedule discussed above. 
When looking at the breeder hen lay period in this exhibit the "days 
to pullets first egg" shows 168. On an average these eggs will not 
be used as hatching eggs nor will the pullets be put into the breeder 
flocks until they are six months of age when their eggs are reaching 
a uniform size and there is good hatchability. On an average, the 
broiler hatching egg is produced from these hens between 26 and 65 
weeks of age.2
If the industry followed these procedures precisely as out­
lined above, then there would be very little problem in estimating the 
supply of broilers that would come to market weekly for approximately 
9 months. The "natural" uncertainty factors, such as weather, disease, 
low hatchability, death losses and condemnation are hardly ever of ma­
jor importance. These fluctuations are very small in relation to the 
total supply. They sometimes have large effects for certain flocks, 
but it is very seldom widespread enough to cause substantial changes 
in the total supply. A good example of this would be when bad weather
^Personal Interviews.
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EXHIBIT 12 
BROILER PRODUCTION TIME INTERVALS
(time cycle, starting with receipt by basic breeder - or his 
associates - of an order for new hatchery flock chicks)
Number of Days
From shipment of primary setting eggs to 
hatchery, to placing of chick in hatchery 
supply flock:
______for egg shipment.............   2
______to handle at hatchery ......■.....■. . 1
 _____ to incubate ........................ 21
  to sex and sort ......  1
______to deliver chick to flock........   1
Total for this s t a g e * . 26
From placement of chick in hatchery supply 
flock to delivery of commercial broiler 
hatching eggs to hatchery:
______days to pullet’s first egg......... 168
______typical laying period............   245
______to sort and deliver to hatchery.... 1
Total for this stage  ....... 169 (to first
egg)
414 (to last 
egg)
Number of Days
From receipt of broiler hatching egg to 
delivery of chick to broiler house:
to handle egg at hatchery.......... 1
to incubate ....     21
to grade, de-beak.   .......  1
to vaccinate and deliver .......  1
Total for this stage............... 24
47
EXHIBIT 12—  Continued
Number of Days
From placing of chick in broiler house 
to delivery of 3.4 lbs. live broilers to 
dressing plant:
 j^days to reach 3.4 lbs. including
few hours delay........................  60
From arrival of broilers at dressing plant to
loading for shipment to warehouse or store...
*
Total time affecting finished broiler production 280 (to first
impact)
525 (to final 
impact)
Source: 3
3 Henry B. Arthur and Bernard F. Tobin, Dynamics of Adjust­
ment in The Broiler Industry (Boston: Harvard University Press,
1964), p. 48.
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occurs during a week keeping many birds in the field and the processing 
is delayed. This may have effect for that particular week, but it is 
offset in the following week when these delayed birds come to market 
and there is an increased supply.
Before we show how firms may vary from the above supply sched­
ule let’s answer the question of why they change from this schedule.
The answer to the latter question is profits. As the profitability 
of producing broilers improves, production is increased. When it 
worsens, production or the supply is decreased. This has been the 
short run (less than 9 months) reaction. Over the longer run (larger 
than 9 months) of the past decade the broiler supply curve has shifted 
outward. The number of broilers which the industry has been willing 
to produce at given profit margins has increased. This has been done 
largely through increases in per-firm volume, vertical integration 
and technological advances. Many observers doubt that the trend of 
accepting smaller per-unit profits by the industry will continue since 
the production is being concentrated in fewer firms. The larger firms 
will probably try to increase margins with the use of greater market 
power.
For the production response from profitability look at the 
analysis in Exhibit 13. In this exhibit the profitability ratio of 
the year shown is the index of prices received for broilers in the 
preceding year divided by the preceding year’s feed and chick costs.
One can easily determine from this exhibit that there is a definite 
response to profitability. Notice in Exhibit 13, that when the profit-
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EXHIBIT 13
BROILER PRODUCTION RESPONSE FROM PROFITABILITY
Percent Change In 
Liveweight Broiler
Year
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
% Change From Preceding Year (Liveweight)
20
15
10
5
0
-5
.70 .80 .90 1.00 1.10 1.20
PROFITABILITY RATIO 
Source: 1969 Commodity Yearbook, p. 40.
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Profitability Production From
Ratio Year Earlier
1.01 10
1.06 16
.98 6
.97 4
1.06 14
.93 1
.99 5
.94 3
.93 8
1.00 11
.94 3
.86 1
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ability ratio of the preceding was 1.Q0 or above, production increased 
from 10 to 16 percent in these five years. In the 7 years that the 
profitability ratio was less than 1.00, production only increased from 
1 to 8 percent. When calculating the future supply the firm has to 
use its records of profitability and estimate changes such as changes 
in feed cost or increased cost of labor. The firms adjust these short 
run supplies, based on profitability by the following procedures:
j.. Alteration of the schedule to put the pullet replacements 
into the breeder hen flocks. This can be done by relaxing or tighten­
ing
(a) The time when pullet eggs are regarded as suitable for 
incubation and
(b) Grading and sorting standards for eggs.
2. Introduction of the pullets could be delayed when because 
of unprofitability in broilers some early egg production of the pullets 
could be sold commercially when the eggs are not yet fertile.
i. These pullets could also be sold as broilers.
Examples 2 and 3 are extreme and although this has happened
in the past it is doubtful if enough of this will take place in the
future to be of any significance.
4. The 35 to 39 week period of breeder hen lay is an average
based upon what experience has shown to be the optimum payout period.
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The hens do not suddenly stop laying, but rather taper off their pro­
duction. The lay period tends to be shortened by liquidation of the 
flock in less than the normal time in periods of price squeeze and 
lengthened when prices are profitable compared with costs of retention. 
It is by no means uncommon to sell off birds that have been in egg 
production for only 28 to 30 weeks. This is currently (August, 1970)
4
being done by some firms due to low prices.
5. In time of extreme unprofitability some breeder eggs may 
be sold to ’'breakers". In this instance these eggs are used for in­
gredients in items as powdered eggs and cake mixes.
6. Depending upon the cash price and the price expectation 
broilers may be processed a week or ten days earlier or later than the 
average age which is currently nine weeks.
It is evident that these important points above provide for 
human control or modification of a cyclical pattern as it develops.
With major firms more involved more efficient use is being made of 
these human controls.
If the demand for broilers were entirely stable except for the 
seasonal variations in consumption - if it were this simple - it 
is quite conceivable that adjustments in output to meet changes 
in demand could be accomplished with relative ease. It is even 
profitable that the basic breeders of replacement chickens, way 
back at the beginning of the chain, would be able to adapt their 
output to such a pattern as would generate precisely the supply 
that would be geared to the seasonal pattern of ultimate consumer 
demand. However, the- complications and vagaries of other factors 
make it futile to aspire to any such simple pattern. Hence, it is
4
Ibid., p. 49.
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important that we have and exercise flexibility in production 
flows in order to match changing demands as well as to stabilize 
the supply.5
THE DEMAND FOR BROILERS
The broiler demand is the pounds of broiler meat which will be 
purchased at various price levels. As in any commodity, price and 
quantity demand are inversely related. One would be of the opinion 
from studying Exhibit 14 on the following page that the tremendous in­
creased demand for broilers has been primarily due to price decline. 
This seems to be particularly true at least through 1961. Since 1961 
the demand increase has come from other factors that were favorable to 
increased broiler consumption. Some of these will be discussed later 
in detail.
A good check list of items that should be considered in esti­
mating the demand for broilers involves:
x. Disposable income. The price of broilers is usually 
directly related to the amount of money that consumers have to spend. 
Income distribution is particularly important in the case of broilers, 
since families in the lowest disposable income groups tend to be the 
largest per capita consumers of broiler meat.
2. Population. Increased population which is currently 
expanding at slightly over a rate of 1% a year has increased broiler 
demand. The population change is usually taken into consideration by 
forecasting on a per capita basis.
5Ibid., p. 47.
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EXHIBIT 14
B R O I L E R  R E L A T I O N S H I P  B E T W E E N  P E R  C A P I T A  C O N S U M P T I O N  
AND F A R M  P R I C E S ,  1953-1969
Average U . S. 
Farm Price
30
Per Capita
Year Consumption Price
1953 12.3 27.1
_  1954 13.7 23.1
1955 13.9 25.2
1956 17.5 19.6
1957 19.1 18.9
1958 22.1 18.5
1959 22.8 16.1
“  1960 23.7 16.9
1961 25.9 13.8
1962 25.2 15.2
1963 27.0 14.6
1964 27.5 14.2
_  1965 29.4 15.0
1966 32.2 15.3
1967 32.7 13.3
1968 32.4 14.2
1969s 35.2 15.1
it W
•ttb
*
fun
'*7
PER C A P I T A  C O N S U M P T I O N  OF B R O I L E R S
aEstimated.
Source: 1969 Commodity Yearbook, p. 39.
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3. Consumer preferences. During recent years the demand for 
beef has increased at a rapid pace. Demand for pork, after a period
of steady decline, appears to have leveled off.
4. Price and supply of competing products. Other meat products 
compete directly. These in order of significance are pork, beef,
turkey, and lamb. The turkey impact seems to be almost all in the
last quarter of the year. Other meat substitutes such as eggs and 
cheese reflect some small effect on broiler demand if there is a great 
change in the pride of these products.
5. Seasonal factors. These details were discussed in 
Chapter 11.^
6. Advertising. ~ When chain retail stores feature chickens the 
demand is increased. The expansion of fast food restaurants such as 
Kentucky Fried Chicken has increased demand with their advertising.
/. Other influences. The small influence of government 
purchases, exports, and frozen poultry has been discussed.^ Public 
published information on the nutritive value or other aspects of 
poultry meat may have some slight effect on demand. An example of 
this would be the ’'warning" that Ralph Nader gave the poultry industry 
regarding cancer in broilers at the 1970 annual Southeastern Poultry 
and Egg Convention. In this particular instance, apparently, there 
was very little effect, but there could have been more if this pub-
6
See pp. 39-42. 
^See pp. 20-22.
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licity had been wider spread.
BREEDER FLOCK SIGNIFICANCE
There is a significant relationship between the size of the 
nation’s breeder flock and the price of broilers. One can easily 
see this relationship in Exhibit 15. With some explanation for the 
exceptions, the broiler price is inversely related to the breeder 
flock size. It looks as if this would be true a substantial amount 
of the time if there were no major price changes in the meats that 
compete with broilers. Looking at Exhibit 15 there are only three 
or four months in the last ten years where there is no clear ex­
planation for these exceptions. This was in the latter part of 1962 
and early part of 1963. These months may be partially explained be­
cause of seasonal demand, and reduced price and breeder flock size as 
a percentage of the previous year. The previous year's (1962) breeder 
flock was the largest percentage increase during the last ten years.
The only other exceptions have good explanations. These periods 
are the last quarter of 1965 and the first half of 1966, and the last 
eight months of 1969 extending through January of 1970. These ex­
ceptions are due to very unusually high pork prices. This is clearly 
established for these particular periods in Exhibits 17, 18 and 21.
It has been established for some time that broiler prices are related 
more to pork than other competitive items. The 1969 period also in­
creased broiler demand due to higher turkey and much higher beef prices 
over the previous years.
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One should also notice the rate of use of the breeder flocks. 
This changes to some degree with the current and future outlook for 
both broiler price and profits. A good example of how this varies 
and the relationship between broiler price and the rate of use of 
the breeder flocks (eggs set per breeder hen per day) is shown in 
Exhibit 16. When looking at this exhibit, with the thought in mind 
of seasonal price pattern and the fact that the egg settings will 
produce market broilers twelve weeks later, it is clearly established 
that both the current price and the outlook for price is taken into 
consideration in the rate of use of the nation's breeder flocks.
BRIEF PRICE ANALYSIS OF 1965-1969.
In the discussion of the prices of broilers and the competitive 
meats for these five years the sources for information to graph Exhibits 
17 through 21 are stated in footnote.8
In 1965 (Exhibit 17) the rapid production expansion of broilers 
was met with a rising demand. Although production was up 8%, prices 
were up an average of almost 6%. The big factor was an 11% reduction 
in pork production. Less beef was also available per person, ending a 
five year rise. Consumer's disposable incomes were up too, with
SThe broiler prices are based on Chicago Dressed Grade A in $/ 
lb. recorded by Nebraska Consolidated Mills Company. Pork is the best 
competitive price indicator to broilers and most analysts would agree 
that the best pork cut to compare would be hams in the 12 pound to 14 
pound size. For beef, on this same basis the price of a 600-700 pound 
choice steer carcass was used. The prices of beef and ham have been 
obtained from the records of The Anderson-Clifton Company which are 
based on the Chicago markets in c/lbs. The turkey prices are based on 
the New York market in <?/lb. for 10 to 12 pound hens as reported by 
Urner Barry Publications. In these exhibits the symbols H (ham), B 
(beef), T (turkey), and BR (broilers) are used.
58
EXHIBIT 16
, MONTHLY RELATIONSHIP BETWEEN THE RATE OF 
USE OF BREEDER FLOCK AND BROILER PRICES, 1967-1969
.52 Eggs Set Per Breeder Hen Per DayJ
.48
.44
.40
.36
Chicago Grade A Broiler Prices Per Pound
.20c
J F M A JM J A S 0 N D
Source: U. S. Department of Agriculture.
aNumber of hens based on calculated estimates using procedure de­
scribed on pp. 68.73.
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EXHIBIT 17
Cents 
Per Pound
BROILER PRICE RELATIONSHIP WITH- COMPETITIVE
MEATS, 1965
64
60
56
52
48
40
36
32
28
24
20
J J AA M S 0F M NJ D
Source: See footnote 8, p. 57.
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significant gains among the lower income bracket which is the income 
bracket that is the largest consumer of broiler meat.
Producers - responded to the January-March price strength by 
sharply increasing chicks placed for April slaughter. The resulting 
price drop was temporary as demand shifted to broilers when pork and 
beef prices shot up in late spring and stayed high through summer.
The effect on broiler production was a 10% gain over 1964 in 
the last half of the year following a 4% rise in the first half.
Prices dropped in September and October, but came back unusally well 
for November and December as pork prices soared due to a 20% reduction 
in pork supplies.
In 1966 (Exhibit 18) improvements in demand, and relatively 
small red meat supplies permitted growers to sell 11% more broiler 
meat than a year earlier at 6% higher average prices. Although 
favorable markets in late 1965 encouraged growers to expand early 1966 
production about 10%, prices continued to improve. Demand for meat 
was up and red meat supplies were down as the pork shortage was ex­
tended. Prices dropped in early spring as hog slaughter rose season­
ally and competition stiffened. But they recovered quickly when hog 
marketings again plunged. The broiler expansion moderated after the 
April price drop, allowing prices to remain rather strong through peak 
summer demand. With adequate hatching eggs available, growers again 
responded to summer prices by raising 12% more birds for fall markets 
than in 1965. But they had to sell them against much larger turkey
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EXHIBIT 18
BROILER PRICE RELATION SHIP WITH COMPETITIVE
MEATS, 1966
Cents 
Per Pound
64
60
56
52
48
44
40
36
32
28
24
20
J SA 0J N DMM AFJ
Source: See footnote 8, p. 57.
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and pork supplies and a moderate rise in beef output. Fall broiler 
exports were also down. The U. S. Department of Agriculture and 
military purchases were up, but not nearly enough to avert the sharp 
price drop since these purchases represent such a small percentage of 
production.
In 1967 (Exhibit 19) broiler production rose for the 21st consecu­
tive year, although the 3% rise from 1966 was much smaller than the 
previous two years. Meat demand continued strong but total meat supplies 
were at a record high, well above 1966. The result was a 13% drop in 
average broiler prices. A late 1966 price decline failed to halt ex­
pansion, even though feed costs were sharply above a year earlier.
After temporary February strength, the March broiler chick hatch 
topped 1966 by 8%. Spring pork, beef and turkey supplies were also up 
considerably, and broiler prices generally weakened into June. Growers 
then responded to lower broiler-feed price ratios by adjusting summer 
and fall production to below 1966.
After a summer rebound, broiler prices declined into the fall.
Beef supplies showed small change from 1966, but pork and turkey 
supplies were up substantially and priced well below the previous 
fall. Meat demand and shipments also were affected for a time by 
labor strikes and city riots. Fall military purchases were reduced 
from the previous fall.
In 1968 (Exhibit 20) ,- due to depressed prices for 1967 and un­
profitable operations, broiler producers held production to less than
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EXHIBIT 19
BROILER PRICE RELATIONSHIP 1®LTH. COMPETITIVE
MEATS, 1967
Cents 
Per Pound
64
60
48
44
40
36
20
T T A SJ F AM M 0 N D
Source: See footnote 8, p. 57.
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EXHIBIT 2Q
BROILER PRICE RELATIONSHIP WITH COMPETITIVE
MEATS, 1968
Cents 
Per Pound
60
56
52
48
44
40
28
20
J F AM JM J A S 0 N D
Source: See footnote 8, p. 57.
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a 1% increase over 19.67. This was the smallest increase in production 
since the beginning of specialized broiler production in the 1930 fs. 
The broiler growers were rewarded for holding production in line with 
an 8% higher price than the previous year. The last quarters price in 
particular was helped by higher turkey, beef, and pork prices when 
compared to the previous year. Beef prices were higher than 1967 
throughout the year.
With the rebound in prices in 1968 production in 1969 (Exhibit 
21) again increased to a level of an estimated 9% over the previous 
year. Almost everyone predicted lower prices. The industry was 
pleasantly surprised when prices held up to a level of 6% over the 
previous year despite the increased production. The reason for this 
is clearly shown when the price increase of pork, beef, and turkeys 
are compared in Exhibits 20 and 21. With demand increasing these 
competitive meats were well above the previous year's price level. 
Broiler prices were also helped by the tremendous increase in egg 
prices which were the largest in recent years.
Adding to the 1969 broiler demand was the population increase 
and the increase in disposable income. This has increased prices in 
most years of broiler production. The decreasing level of unemployment 
has also increased broiler demand, particularly in 1968 and 1969.
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EXHIBIT 21
Cents 
Per Pound
BROILER PRICE RELATIONSHIP WITH COMPETITIVE
MEATS, 1969
60
56
52
48
36
32
28
20
A M .T T AT F SM 0 DN
Source: See footnote 8, p. 57
CHAPTER IV 
BROILER PRICE PREDICTION FOR 
THIRD QUARTER, 1970 - SECOND QUARTER, 19.71
SUPPLY OUTLOOK
The broiler supply may be accurately estimated for 9 weeks 
into the future based on the weekly broiler type chick placements.I
On this basis we may calculate (Exhibit 22) the broiler supply change 
for August and for most of September compared to the previous year.
The next three weeks may be estimated based on eggs set for broiler 
type chicks. It takes 9 weeks to grow out a broiler and three weeks 
for the egg to hatch so Exhibit 22 is used to calculate the broiler 
supply estimated change for the next 11 weeks. The egg settings for 
the last week in July are not available or we could estimate 12 weeks. 
We see from this exhibit the estimated percentage change in supply 
for the months of August and September and through the first half of 
October.
After the supply for 12 weeks ahead has been estimated the 
next step would be to estimate the monthly size of the nation’s breeder 
flock. There are several methods for determining this. After dis­
cussion with some industry economists and looking at records it seems 
that the method used here should be followed.
This is done by taking the U. S. Department of Agriculture’s 
reported monthly baby chick placements for pullet replacements for
68
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breeder bens and calculating when they will enter and leave the breeder
flocks. This schedule calls for 1Q% mortality or culling by the time
the pullets enter the breeder flock- six months after they are placed 
as a baby chick. Therefore, the first month in the breeder flock 
would be calculated at 90% of the pullet chick placement. Each suc­
ceeding month would be reduced by 1% to allow for additional mortality
and culling up through the eighth month that they are in the breeder
flock. They would be scheduled for depletion in the ninth month after 
entering the breeder flock. A schedule for calculating one month’s 
pullet entry and depletion of the breeder flock is shown in Exhibit 
23.
In July, 1970, the June, 1970 report was the last available 
report showing monthly chick placements for broiler hatchery supply 
flocks. Based on these reports and the calculations for entering 
and the depletion of the nation’s breeder flocks as previously de­
scribed, we are able to estimate the month’s supply of breeders for 
July through December. This is shown in Exhibits 24 and 25.
The next important step is to predict the rate of use of the 
breeder flocks to determine the monthly egg settings. When this is 
done, the egg settings can be compared to the comparable month of 
the previous year to estimate the change in the processed poultry 
supply.
Looking back at Exhibit 22, one would be inclined to come to 
the conclusion that the hatchability of broiler type chicks is up over
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EXHIBIT 23
ONE MONTHLY CALCULATION OF A MONTH’S PULLET PLACEMENT 
AND ENTRY AND EXIT OF THE PRIMARY BREEDER FLOCK 
(In Thousands)
Baby chick placements for pullet breeder hen replacements in June, 
1970 = 3,420 birds.
June, 1970 Placements of 3,420 Birds.
90% enter breeder flocks December, 1970 - 3,078
89% left in breeder flocks January, 1971 - 3,034
88% left in breeder flocks February, 1971 = 3,000
87% left in breeder flocks March, 1971 = 2,966
86% left in breeder flocks April, 1971 = 2,932
85% left in breeder flocks May, 1971 = 2,898
84% left in breeder flocks June, 1971 = 2,864
83% left in breeder flocks July, 1971 = 2,829
Source: Monthly placements from U. S. Department of Agriculture.
EXHIBIT 24
ESTIMATED SIZE OF NATION1 S BROILER BREEDER FLOCK
(In Thousands)
Months, 1970 Size
July 21,749
August 21,610
September 22,161
October 22,824
November 23,466
December 23,623
On the following page Exhibit 25 shows in detail how the December 
Breeder Flock size was calculated. The other five months above (July- 
November) were calculated on this same basis.
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EXHIBIT 25
DECEMBER, 1970 BREEDER FLOCK SIZE ESTIMATE CALCULATION 
(In Thousands)
Month & 
Year
Pullet Chick 
Number of 
Placementsa
% Left In 
Flock 
December 1970
Number Left 
In Flock 
December 1970
October*5, 1969 3,232 -0- -0-
November, 1969 3,330 83% 2,739
December, 1969 3,047 84% 2,559
January, 1970 3,141 85% 2,670
February, 1970 3,231 86% 2,779
March, 1970 3,645 87% 3,171
April, 1970 3,811 88% 3.354
May, 1970 3,677 89% 3,273
June, 1970 3,420 90% 3,078
Julyc, 1970
TOTAL D E C E M B E R B R E E D E R  FLOCK SIZE 23,623
aSource: U. S. Department of Agriculture.
^Depleted in November, 1970.
cPlacements not yet available and will enter for the first 
time in January, 1971.
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last year. August shows a 1.27% increase (August projected supply 
change of 6.89% based on chicks placed less the August projected 
supply change of 5.62% based on eggs set). Some of this could be 
accounted for with carry overs from one week to another. It looks as 
if the September hatchability may be up approximately 1%. At any rate, 
in recent years hatchability rarely varies over 1% up or down over the 
previous year when averaging at least four months and an individual 
month's change is rarely over 1.5% change. Since these changes are 
unpredictable, the forecast of the supply change past the eight weeks 
as forecast in Exhibit 22 will be based on the same hatchability as 
the previous year. Approximately the same thing may be said for 
mortality, as hatchability, since it is also unpredictable. On this 
basis the mortality rate will be considered to be at the same level 
as the same months of the preceding year.
By using the weekly broiler type egg setting statistics as 
shown in Exhibit 22, we will have our percentage change in supply for 
the three months later when we compare forecasts of the monthly egg 
settings with that of the previous year. In predicting the nearby 
(less than 3 months) supply change, many broiler pricing analysts use 
broiler chick placements as the basis. By using egg settings one is 
able to get a look at the supply change three weeks earlier (see 
Exhibit 22).
In trying to get a good system of trying to predict the 
monthly egg settings several regression correlation analyses were 
made. This was done with variable factors that may determine the
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rate of use of the breeder flock.
These experiments compared over periods of time the change 
in the rate of use of the breeder flock with Cl) monthly breeder 
flock size changes from the previous month, C2) monthly breeder 
flock size change from the same month of the previous year, and 
(3) the size of the breeder flock. These experiments did not produce 
a system that would be reliable enough to use as a basis. The multiple 
correlation coefficients were low in all cases. This resulted in the 
opinion that the rate of use of the breeder flock depends much upon 
the industry’s broiler price and profitability outlook as well as the 
current situation in this area. The U, S. Department of Agriculture’s 
recommendation for placements by quarters would also be a contributing 
factor.
The U. S. Department of Agriculture this week issued a re­
vised fourth quarter 1970 Broiler Marketing Guide in which it 
suggested that the industry reduce broiler chick placements by 
6% for birds to be slaughtered during the October-December period. 
This, with a reduction of 25% in egg settings for broilers to be 
slaughtered during the holiday weeks of Thanksgiving and Christ­
mas , would result in an over-all cut of 10% during the quarter,
USDA explained.
In the original fourth quarter Broiler Marketing Guide, issued 
last May, USDA recommended that settings for broiler slaughter 
during the last quarter be held to an increase of 3% and that egg 
settings for slaughter during the holiday weeks be reduced one- 
fourth from the immediately preceding week to compensate for the 
usual sharp decline in demand during these holiday periods.
This week’s revision of the guide was prompted by a sharp 
change in the prospective supply of pork, the recent sharp drop 
in the price of broilers and the recent sharp increase in the 
price of soybean meal.
The department said that compliance with the original recommenda­
tions would have maintained production for the period at about the
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s a m e  r a t e  as a  y e a r  eali e r .
"Much, l a r g e r  s u p p l i e s  of re d  m e a t s  an d  t u r k e y  a n d  h i g h e r  b r ­
o i l e r  p r o d u c t i o n  a n d  m a r k e t i n g  c o s t s  w i l l  a d v e r s e l y  a f f e c t  r e t u r n s  
to b r o i l e r  p r o d u c e r s  i n  t h e  m o n t h s  a h e a d , "  U S D A  p o i n t e d  o u t .  " U n ­
l e s s  f o u r t h  q u a r t e r  b r o i l e r  s l a u g h t e r  is r e d u c e d  a s  r e c o m m e n d e d  
p r i c e s  to p r o d u c e r s ,  a l r e a d y  b e l o w  t h e  cost of p r o d u c t i o n  a n d  at 
t h e  l o w e s t  l e v e l  in s e v e r a l  ye a r s ,  c a n  b e  e x p e c t e d  to d e c l i n e  
f u r t h e r .  E v e n  c o m p l i a n c e  w i t h  t h e  r e v i s e d  r e c o m m e n d a t i o n  is n o t  
l i k e l y  to r e s u l t  in a n  O c t o b e r - D e c e m b e r  p r i c e  e q u a l  to l a s t  y e a r . " ^
T h e  b r o i l e r  i n d u s t r y  h a s  b e e n  v e r y  h e s i t a n t  in the p a s t  to c u t ­
b a c k  p r o d u c t i o n .  T h e r e  h a s  b e e n  r e d u c t i o n  in p r o d u c t i o n  in c e r t a i n  
q u a r t e r s  o v e r  t h e  s ame q u a r t e r  o f  t h e  p r e v i o u s  yea r ,  b u t  t h e r e  h a s  
n e v e r  b e e n  a n  a n n u a l  d e c r e a s e  i n  p r o d u c t i o n  c o m p a r e d  to the p r e v i o u s  
y e a r  in the h i s t o r y  of the i n d u s t r y .  D u e  to the s e a s o n a l  d e m a n d  w h e n  
w e  d i s c u s s  c h a n g e s  in p r o d u c t i o n  it w i l l  a l w a y s  b e  c o m p a r e d  to the 
c o r r e s p o n d i n g  t i m e  of the p r e v i o u s  year.
The industry in the third quarter of 1970 has a dim outlook 
on price. Many leaders believe that the last half of 1970 will be 
very unprofitable for the industry because of lower prices and higher 
feed cost.
With July prices dragging at the lowest levels since before 
World War II going into August - 10.5 cents liveweight at farm 
industry leaders began to take seriously the fact that most of 
them had been giving mere lip service to public utterances that 
they were cutting back egg settings and liquidating poor breeder 
flocks.
As a result of a U S D A  broiler marketing guideland session, 
August 4, in Washington, and an earlier one sponsored by the 
Georgia Poultry Federation, major producers have begun in ear­
nest to reduce marketings for winter and for the first quarter 
of 1971.
■^Editorial, Feedstuffs, August 15, 1970, p. 6.
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Pork supplies, previously forecast at 6 to 7% higher this
fall than last, have advanced to at least 10%, more likely 12%,
over a year earlier. Some of the major firms have indicated to 
Broiler Industry that they are reducing winter marketings by as 
much as 10% compared with last winter, not including planned 
holiday cutbacks of about 50%.^
The higher feed cost is primarily due to this season’s (1970)
corn blight. From calculations it looks as if until at least the fall 
increase in feed cost could add approximately Id to l%d per pound of 
meat to production cost compared to that of the previous year. This
factor will, of course, change with the ingredient markets.
The blight already has had an impact. In the last three weeks 
the Chicago wholesale price of No. 2 yellow corn, a key feed grade, 
has risen as much as 15% to nearly $1.57 a bushel, the highest in 
14 years. Some traders think the price eventually could rise to 
$2.00 or more a bushel.
Longer-range repercussions also are likely. If less corn re­
sults in fewer cattle, hogs and chickens being brought to market, 
the earnings of meat packers and poultry processors will be hurt. 
Most of these companies operate on thin profit margins and require
large volumes to be efficient.^
The U. S. Department of Agriculture releases recommendations 
for broiler type egg settings for each quarter. Many producers feel 
that their 5% cutback recommendation for the first quarter of 1971 is 
too conservative:
The U. S. Department of Agriculture this week recommended 5% 
cutback from year-earlier levels of both the number of eggs set 
for broilers to be slaughtered and the number of pullet chick 
placements for the first quarter of 1971.
^Editorial, "Now We Have Had It.", Broiler Industry, August, 
1970, p. 18.
q
Editorial, Wall Street Journal. August 25, 1970, p. 1.
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However, most broiler producers who were present at the USDA 
guideline meeting, held in Chicago prior to the Institute of 
American Poultry Industries1 Marketing Conference, voiced strong 
criticism of the recommendation. They suggested that 5% is much 
too conservative if the industry expects to make any profits. 
Several producers acknowledged that they presently are cutting 
back production as much as 40%.
In its guidelines USDA cited several factors as contributors 
to its 5% cutback recommendation. A likely brighter economic 
picture early next year will increase consumer incomes and bolster 
demand for farm products, but the boost likely will not be as 
great as in early 1970, it said.
Also, there will be increased competition from expanded red 
meat supplies, especially pork. The predicted 12-15% increase in 
pork supplies is the result from a 5% reduction in egg settings 
and pullet chick placements will not allow them to match profits 
of a year ago, and will cause many producers to lose money. One 
man said prices below 30c is his break-even point, based on today's 
conditions.
Another problem cited was at the retail level, where several 
persons said retailers are taking a bigger margin on poultry be­
cause margins on red meat sales have narrowed. The producers 
also pointed out the uncertainties of the corn price situation.
One spokesman said that broiler production costs rise l/4d per 
pound with every 10C increase in corn prices
Taking these factors discussed in this chapter into consider­
ation it is likely that we will see a reduction in the number of eggs 
set between now and the second quarter of 1971. We seem to be going 
through a period somewhat similar to 1967 and it also seems likely 
that the rate of use of the breeder flock will decline as it did in 
1967.5
The calculation has already been made for the supply change
4Editorial, Feedstuffs, August 29, 1970, pp. 1, 50. 
^See pp. 57-59.
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for August and September and the first half of October.** The July,
1970 egg settings are now reported and will be in Exhibit 26 along 
with the future supply change predictions. Each month’s egg settings 
in this exhibit gives us the estimated supply change three months 
later.
D E M A N D  O U T L O O K
In trying to determine the demand for broilers, experiments 
were made using several regression correlation analyses. Based on 
history since 1960, there was developed some information that can be 
extremely useful to firms or individuals in their projections of 
broiler prices. If the trend in this area continues as it has for 
the past ten years (1960-1970) there is no doubt that the results of 
this work will be an excellent tool for use in the future.
Since the seasonal demand for broilers is very prominent, a 
system of regressions based on quarterly information was developed. 
Quarterly analysis seems to give a much better fit than monthly or 
annually data for price prediction. Accurate monthly price predictions 
could not be made if the basis was on annual data due to seasonal de­
mand changes. Monthly analysis is also somewhat distorted due to un­
predictable factors as government purchases and large chain grocery 
store promotions. The quarterly analysis takes care of the seasonal 
demand and plays down these unpredictable factors since the quarterly 
effect would be less than the monthly effect.
6
See Exhibit 22, p. 68.
79
EXHIBIT 26
PREDICTIONS OF BROILER TYPE EGG SETTINGS 
IN COMMERCIAL AREAS AND RATE OF BREEDER FLOCK USE
Months 
July (Actual)a 
August 
September
Total Eggs Set 
(In Thousands)
325,928 
310,362 
286,328
% Change 
Previous Year
+ 3.3%
+ 2.0%
Eggs Set/Hen/ 
Day 
(Rate of Use 
Of Breeders)
.483 
.463 
.431
3rd Quarter 1970 922,618 + 1.8% .459
October
November
December
303,700
305,450
300,562
- 3.0%
- 6.0%
.429
.421
.410
4th Quarter 1970 900,549 - 3.6% .420
1st Quarter 1971 
a
980,036 3.0%
Source: U. S. Department of Agriculture.
Monthly Average.
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Before making quarterly price predictions the results of the 
best correlation regressions that were developed will be shown for 
each quarter. These results will be the basis for the quarterly price 
predictions for the third and fourth quarter of 1970 and the first and 
second quarter of 1971.
FIRST QUARTER REGRESSION RESULTS
The factors used are shown in Exhibit 27. Of course the 
dependent variables are the broiler prices and the independent variables 
are the other factors listed. The 12-14# hams and 600-700# beef 
carcasses were used for reasons previously described 7 Egg settings 
have been used because these statistics are available 3 weeks earlier 
than chick placements and 12 weeks earlier than slaughtered statistics.
The spendable average weekly earnings of a factory worker were 
used for two reasons. First, this type worker tends to consume more 
broiler type meat than a higher income family. It seems reasonable to 
assume that the higher income families would have a greater effect on 
beef prices. Secondly, as the factory workerTs wages increase the 
broiler industry and its other meat type competitors have to receive 
higher gross margins to maintain their narrow profit margins. This, 
of course, increases meat prices. Using these factors as shown in 
Exhibit 27, the results from a multiple correlation regression were 
very accurate for the first quarter when the multiple correlation 
coefficient is used as the criteria. In this analysis the
^See footnote 9, p. 57.
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last ten years (1961-1970) were observed. Using this system the 
multiple correlation coefficient was .96. The standard error of the 
estimate was . 38q. The coefficient and T statistic of these variable 
factors in Exhibit 27 and the intercept are shown below:
VARIABLE COEFFICIENT T-STATISTIC
Egg Settings Per Capita - 1.8053 • o 00
12-14 Lb. Hams .1136 1.42
600-700 Lb. Beef Carcasses .2718 2.03
Weekly Earnings .0093 .01
Intercept 18.4500
This ten year period predicted results using this system is 
compared to the actual broiler prices in Exhibit 28. It is shown 
graphically in Exhibit 29. This quarter produced the most accurate 
results. Notice that the largest error was .680 per pound or 2.4% 
in 1970. Every price direction was correct except for 1970 where 
there was the most error. Other studies of this type could not be 
found to make a comparison. However, after discussions with two 
broiler pricing analysts of two major firms regarding these results, 
it seems that these results would be well regarded by these pricing 
analysts.
SECOND QUARTER REGRESSION RESULTS
Several analysis of variable factors for the second quarter 
were made. The results showed that some variable factors should be 
used in the second quarter that were used in the first. This quarter
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Year
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
EXHIBIT 28
FIRST QUARTER ACTUAL PRICES OF CHICAGO GRADE A 
DRESSED BROILERS COMPARED TO PREDICTED PRICE SYSTEM
(In c/Lb.)
A c t u a l  
« . a 
P r i c e
28.48
28.15
26.31
24.82
26.05
28.84
26.00
26.78
27.76
27.75
Predicted
Price
28.41
28.23 
26.64 
25.30
25.78
28.42
25.77 
26.56
27.39
28.43
Predicted
C/Lb.
Deviation
-.07
.08
.33
.48
-.27
-.42
-.23
-.22
-.37
.68
Of
Predicted
%
Deviation
-0.25
0.27
1.23
1.92
-1.06
-1.46
- 0.88
-0.81
-1.35
2.40
aSource: Nebraska Consolidated Mills.
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EXHIBIT 29
F I R S T  Q U A R T E R  G R A P H E D  R E L A T I O N S H I P  O F  A C T U A L  
B R O I L E R  P R I C E S  TO P R E D I C T E D  P R I C E  S Y S T E M
C/Lb. 
Chicago 
Dressed 
Grade A
31C
30C
29C 
28<? 
27C 
26C 
25C 
24 <? 
23C 
22C
x—
(Actual)
* (predicted)
I L J L i
*61 r62 *63 f64 '65 *66 *67 '68 '69 '70 '71 Years
Source: From Exhibit 28, p . 83.
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produced a multiple correlation coefficient of .87 which was the low­
est of any quarter. The standard error of the estimate was .85£.
These variable factors used in this quarter are shown in 
Exhibit 30. The coefficient and T-statistics of these factors and 
the intercept are shown below:
VARIABLE COEFFICIENT T-STATISTIC
Egg Settings Per Capita 5.6475 - 1.73
12-14 Lb. Hams .5095 2.31
600-700 Lb. Beef Carcasses .0658 .42
Weekly Earnings .0914 1.05
Intercept 18.0500
This ten year period predicted results are compared with the 
actual results in Exhibits 31 and 32. The largest error was 1.43$
(in 1966) or 5.25%. Although this was the quarter that produced the 
poorest results, they still look reasonably well. This is pointed 
out by the fact of the small deviations as shown in these two exhibits 
Eight of the ten price directions were predicted correctly.
THIRD QUARTER REGRESSION RESULTS
From,the analysis of this quarter there were two very good 
results from two different schedules of variables. Using the same 
variables as in the first two quarters, the multiple correlation 
coefficient was .93 and the standard error of the estimate was . 90c 
When 10-12 lb. turkey hens were added to this list of variables the
Year
1961
1962
1963
1964
1965
1966
1967
1968
1969
1970
a
87
EXHIBIT 31
SECOND QUARTER ACTUAL PRICES OF CHICAGO GRADE A 
DRESSED BROILERS COMPARED TO PREDICTED PRICE SYSTEM
(In c/Lb.)
Actual
Pricea
24.09 
25.11 
25.59 
24.25 
26.58 
28.65 
25.22 
27.50
29.09 
26.34
Predicted
Price
24.19
26.02
24.81
24.21
27.82
27.22
25.45 
27.33 
28.25 
27.13
Predicted
C/Lb.
Deviation
.10
.91
-.78
-.04
1.24
-1.43
.23
-.17
-.84
.79
Of
Predicted
%
Deviation
0.39
3.49
-3.14
-0.17
4.46
-5.25
0.91
-0.63
-2.98
2.91
Nebraska Consolidated Mills.
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EXHIBIT 32
SECOND QUARTER GRAPHED RELATIONSHIP OF ACTUAL 
BROILER PRICES TO PREDICTED PRICE SYSTEM
*/Lb.
Chicago 
Dressed 
Grade A
31* (Actual)
*----* (Predicted)
29*
28*
27*
26*
25*
24*
23*
*68 *69 T71 Years*67*66*65*63*62*61
Source: From Exhibit 31, p. 87.
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multiple correlation coefficient was .94. The. standard error of the 
estimate was reduced to 85£* It seems slightly better to include 
turkeys in the list of variables for this quarter. The demand for 
turkey*s is not very great in the first two quarters, but seems to 
start having some effect in the third quarter when the year*s turkey 
crop starts coming to market and continues through the fourth quarter. 
This price schedule of turkeys, along with the other variables are 
listed in Exhibit 33. Since the results were almost as good without 
turkeys, one may well decide to leave them out of this quarter if there 
happens to be a lack of confidence in the predicted turkey price.
L i s t e d  b e l o w  a r e  the c o e f f i c i e n t s  a n d  T - s t a t i s t i c s  of t h e s e  
v a r i a b l e s  i n  this q u a r t e r  r e s u l t i n g  f r o m  the n i n e  y e a r s  o b s e r v e d .
V A R I A B L E  C O E F F I C I E N T  T - S T A T I S T I C
Egg Settings Per Capita 9.8036 1.39
12-14 Lb. Hams - .3987 -1.05
600-700 Lb. Beef Carcasses .7674 1.27
Weekly Earnings - .1725 - .82
10-12 Lb. Turkey Hens .4019 ■ .58
Intercept 29.5100
The comparison of this quarter’s price prediction results with 
the actual is shown din Exhibits 34 and 35. These predicted prices were 
extremely accurate, except for 2 (1964 and 1967) of the 9 periods 
observed. The direction of price change was incorrect only once (1964).
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EXHIBIT 34
THIRD Q U A R T E R  A C T U A L  P R I C E S  O F  C H I C A G O  G R A D E  A  
DRESSED B R O I L E R S  C O M P A R E D  T O  P R E D I C T E D  P R I C E  S Y S T E M
(In C/Lb.)
Year
1961
1962
1963
1964
1965
1966
1967
1968
1969
Actual
Pricea
22.05
26.79 
24.88
25.79 
26.11 
27.90 
25.38 
28.13 
31.00
Predicted
Price
22.18
26.94
25.42
24.39
26.01
27.78
27.11
27.81
30.38
Predicted
C/Lb.
Deviation
- .13 
.15 
.54
-1.40
- .10 
• .12 
1.73
.32 
- .62
Source: Nebraska Consolidated Mills
O f
Predicted
%
Deviation
0.58
0.57
2.14
-5.74
-0.38
-0.44
6.40
-1.13
-2.06
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EXHIBIT 35
THIRD QUARTER GRAPHED RELATIONSHIP OF ACTUAL 
BROILER PRICES TO PREDICTED PRICE SYSTEM
C/Lb. 
Chicago 
Dressed 
Grade A
(Actual)
(Predicted)
31c
K— -30c
27C
26c
25C
23C
22c
*66 *69'61 *62 *64 *70 T71 Years
Source: From Exhibit 34, p. 91.
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FOURTH QUARTER REGRESSION RESULTS
To get a good multiple correlation coefficient for the fourth 
quarter turkeys had to be included. The same variable factors were 
used as in the third quarter. These factors are listed in Exhibit 36. 
The Standard error of the estimate was .54q and the multiple corre­
lation coefficient .90. Listed below are the coefficient and T-sta- 
tistics of each variable.
VARIABLE COEFFICIENT T-STATISTIC
Egg Settings Per Capita 2.6108 - 1.57
12-14 Lb. Hams .0394 .44
600-700 Lb. Beef Carcasses .0277 .19
Weekly Earnings .0899 1.56
10-12 Lb. Turkey Hens .3324 2.26
Intercept 13.2800
The comparison of this quarter’s results is shown in Exhibits 
37 and 38. Considering that most broiler pricing analysts would 
agree that the fourth quarter is the hardest quarter to estimate 
price, this quarter’s results may be as good or better than that of 
the first quarter. The standard error of the estimate was only .16c 
higher than the first quarter. Only once in the nine periods ob­
served was the price direction not correctly predicted. In this 
particular period (1964) the deviation was only .89c which was the 
highest of this quarter.
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Year
1961
1962
1963
1964
1965
1966
1967
1968
1969 
Source:
EXHIBIT 37
FOURTH QUARTER ACTUAL PRICES OF CHICAGO GRADE A 
DRESSED BROILERS COMPARED TO PREDICTED PRICE SYSTEM
(In C/Lb.)
Predicted
Actual Predicted C/Lb.aPrice Price Deviation
23.29 24.05 .76
25.24 25.16 -.08
24.58 24.69 .11
24.79 23.90 -.89
25.35 24.76 -.59
23.78 24.20 .42
22.96 23.40 .44
25.09 24.68 -.41
27.00 27.24 .24
Nebraska Consolidated Mills.
Of
Predicted
%
Deviation
3.15
-0.31
0.43
-3.73
-2.38
1.75
1.88
- 1.66
0.90
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EXHIBIT 38
FOURTH QUARTER GRAPHED RELATIONSHIP OF ACTUAL 
BROILER PRICES TO PREDICTED PRICE SYSTEM
C/Lb. 
Chicago 
Dressed 
Grade A
31c
(Actual)
30C
*---- * (Predicted)
29C
27C
26c
25C
24 c
23C
22<i
? 69 r70 f71 Years'63 164 r65*61 '62
Source: From Exhibit 37, p. 95.
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The remainder of this chapter is devoted to the author’s 
quarterly broiler price estimate for the third and fourth quarters, 
1970 and the first and second quarters, 1971. This should be of 
interest to those concerned with broiler prices at least until each of 
these quarters have past. This part is also included so that one may 
follow these predictions and adjust to the variable changes as pointed 
out in these quarterly predictions. This analysis could be of help in 
future broiler price predictions. These quarterly analyses were 
calculated the last week of August, 1970.
P R I C E  P R E D I C T I O N  F O R  T H I R D  Q U A R T E R  1970
Of the 42 quarters observed (38 actual and 4 predicted) in 
this chapter there is only one that has been completely out of line.
It looks as if based on the third quarter regression that this 
quarter’s price prediction would be approximately 5.00c too high or 
about 19% deviation from actual. This 5.00C difference is estimated 
since the price for 75% of this period (third quarter, 1970) is 
known. It does not seem as if this quarterly price will be above 
26.00C. The estimate using this system is 30.89c. The predictions 
based on the regression results are calculated as following:
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VARIABLE FACTORS'8 COEFFICIENT
ESTIMATED
FACTORS
C/LB.. BROILER 
CHICAGO PREDICTED 
PRICE- 
CALCULATION
Egg Settings Per Capita 9.8Q36 5.007 49.09
12-14 Lb. Hams .3987 43.50 -17.34
600-700 Lb. Beef Carcasses .7674 46.00 35.30
Weekly Earnings .1725 117.75 -20.31
10-12 Lb. Turkey Hens .4019 34.00 13.66
Intercept -29.51 -29.51
30.89
If the futures market has considerable deviation from that of 
the cash price estimate of broiler pricing analysts of major firms, 
these firms will buy or sell, which gets the future’s market closer 
to their predicted cash price. In the delivery month of a futures 
market the cash could not reflect much difference than the futures 
market or speculators will have to take delivery or supply broilers.
The estimate for the next three quarters are very close to the 
futures markets. The futures market should be close to correct based 
on variable factors since they reflect the majority opinion.
The largest predicted deviation from the actual in the 42 
observed quarters was in 1967, also in the third quarter. This de-
^Egg Settings per capita are as calculated in this chapter. 
Prices for 12-14 lb. hams and 600-700 lb. beef carcasses in. c/lb. 
Chicago are estimated from several sources with the estimate of the 
Anderson-Clifton Company being the major source. Spendable average 
weekly earnings of a factory worker in dollars with three dependents 
were estimated using U. S. Department of Labor/U.S. Employment and 
Earnings Statistics as a guide. Turkey prices in q/lb. New York is 
the author’s estimate using several published predictions.
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v i a t i o n  w a s  1.73$ o r  6.4%. I n  l o o k i n g  at t h i s  t h i r d  r e g r e s s i o n  and 
c o e f f i c i e n t s ,  it s e e m s  l i k e l y  t h a t  this w o u l d  b e  a  v a l i d  s y s t e m  to u s e  
w h e n  t h e r e  is a n y  c o n s i d e r a b l e  d r o p  in the p r i c e  of h a m s  f r o m  the 
p r e v i o u s  year. E x c e p t  f o r  1967 a n d  1970 d u r i n g  t h i s  t e n  y e a r  o b s e r v e d  
p e r i o d  t h e r e  w a s  n o t  a  d e c l i n e  of o v e r  1.00c/Lb. in th e  h a m  a v e r a g e  
p r i c e  f r o m  the p r e v i o u s  year. In 1967 t he r e  w a s  a d e c l i n e  of 2.50c 
a n d  i n  1970 the d e c l i n e  is e s t i m a t e d  at 5.25c.
S e v e r a l  r e g r e s s i o n s  for t h i s  q u a r t e r  w e r e  c a l c u l a t e d .  T h e  
o n e  that l o o k e d  as if it w o u l d  p r e d i c t  c l o s e  to t h i s  q u a r t e r ’s p r i c e  
w a s  b y  e l i m i n a t i n g  b e e f  a n d  t u r k e y s  f r o m  the a b o v e  r e g r e s s i o n .  This 
s y s t e m  w o u l d  h a v e  p r e d i c t e d  a p r i c e  of 27.61C w h i c h  n o w  s e e m s  r e a s o n a b l y  
a c c u r a t e ,  b u t  t h i s  w o u l d  n o t  h a v e  w o r k e d  s a t i s f a c t o r i l y  f o r  1967. It 
a l s o  o n l y  p r o d u c e d  a m u l t i p l e  c o r r e l a t i o n  c o e f f i c i e n t  of .78. W i t h  
a p p r o x i m a t e l y  t w o - t h i r d s  of t h i s  q u a r t e r  p a s t , it s e e m s  r e a s o n a b l e  to 
p r e d i c t  a q u a r t e r ’s a v e r a g e  p r i c e  of a p p r o x i m a t e l y  26.00c w i t h  the  
u n u s u a l l y  l o w  d e m a n d  n o t  f u l l y  e x p l a i n e d .  M o r e  w i l l  b e  d i s c u s s e d  
c o n c e r n i n g  this i n  C h a p t e r  V.
PRICE P R E D I C T I O N  F O R  F O U R T H  Q U A R T E R  1970
U s i n g  t h e  f o u r t h  q u a r t e r  c o e f f i c i e n t s  d e v e l o p e d  f r o m  t h e  r e ­
g r e s s i o n  s y s tem, t h e  p r e d i c t e d  b r o i l e r  p r i c e  is c a l c u l a t e d  as f o l l o w ­
ing:
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VARIABLE- COEFFICIENT
ESTIMATED
FACTORS
4.470
50.00
48.00 
117.50
36.50
O/LB. BROILER 
CHICAGO PREDICTED 
PRICE 
CALCULATION
- 11.67
1.97
1.33
10.56
12.13
13.28
Egg Settings Per Capita — 2.61Q8 
12-14 Lb. Hams .0394
600-700 Lb. Beef Carcasses — .0277
Weekly Earnings .0899
10-12 Lb. Turkey Hens .3324
Intercept 13.28
Fourth Quarter Price Prediction 1970
At this point (August, 1970) this seems to be an accurate price 
prediction. The November broiler future’s market in the past several 
days has been staying in a range of approximately 24.40 to 25.40 or 
approximately .500 over or under this price prediction. As previously 
pointed out, the most deviation from actual for this quarter in the 
nine year regression predicted system was .890. Changes should be 
made in the above estimate only if there is evidence that some of the 
above estimated factors should be changed and the more important factors 
are not likely to change very drastically.
PRICE PREDICTION FOR FIRST QUARTER 1971
re­using the first quarter coefficients developed from the 
gression system, the predicted broiler price is calculated as following:
^See footnote 8, p. 98.
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VARIABLE10
Egg Settings Per Capita 
12-14 Lb. Hams 
600-700 Lb. Beef Carcasses 
Weekly Earnings 
Intercept
COEFFICIENT
1.8Q53
.1136
.2718
.0093
18*45
ESTIMATED
FACTORS
4.350
47.50
49.50 
116.75
q/LB. BROILER 
CHICAGO PREDICTED 
PRICE 
CALCULATION
- 7.85
5.40
13.45
- 1.09
18.45
First Quarter Price Prediction 1971
This prediction also looks accurate when looking at the futures 
market. The January - March futures market average is at present . 76q 
lower than this prediction. With the most deviation in the ten year 
regression predicted system being , 68q, one would tend to use the 
above predicted price. There is more likely that some of these esti­
mated factors may change than in the fourth quarter of 1970. If this 
happens, this prediction, of course, would have to be recalculated.
PRICE PREDICTION FOR SECOND QUARTER 1971
Again, using the second quarter coefficients developed from 
the regression system, the predicted broiler price is calculated as 
following:
^See footnote 8, p. 98.
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VARIABLE 11 COEFFICIENT
Egg Settings Per Capita 5.6475
12-14 Lb. Hams .5095
600-700 Lb. Beef Carcasses .0658
Weekly Earnings .0914
Intercept 18.05
Second Quarter Price Prediction 1970
ESTIMATED
FACTORS11
4.720
44.00
48.50
118.17
q/BROILER 
CHICAGO PREDICTED 
PRICE 
CALCULATION
- 26.66
22.40
3.19
10.80
18.05
27.88
Approximately the same things may be stated here as they were 
for the first quarter. The April futures market is only .12$ higher 
than this prediction. The largest error (1.43c) in the ten year re­
gression is considerably higher than the first quarter, but still with­
in a reasonable range.
H-See footnote 8, p. 98.
CHAPTER V
CONCLUSIONS
The first four chapters presents facts and personal observa­
tions that point out the great importance of broiler price predict­
ions. In doing this, many conclusions and helpful procedures in this 
area have been discussed. This last chapter is a brief summary of 
some of these major conclusions.
During the past twenty-five years there has been a dramatic 
growth in the broiler industry. As in most industries, technological 
progress has been the major contributor to the industryTs growth and 
success. With technological progress improving quality and reducing 
cost, there have been two other major developments that contributed 
to getting the broiler to the consumer at an attractive price. These 
were mass retailing and industry vertical integration. Mass retailing 
reduced much of the processed birds handling costs and promoted broilers 
with advertising and featured low prices which were often below cost. 
Vertical integration cut out the profits of all the different segments 
of the industry. With only one firm controlling a complete producing 
process most of the profits that were previously in these segments have 
been passed along to the consumer in the form of reduced prices.
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It seems likely that the control of broiler production will 
continue to be reduced to fewer firms. Large firms, suck as Ralston 
Purina, will be limited by anti—trust legislation from acquiring 
other firms, but they will continue to expand their own production.
With control of production in fewer hands there should be much greater 
control over "bust11 and "boom" cycles. Better price predictions will 
also aid in control of these cycles.
The iced broiler futures market which started.approximately 
two years ago has definitely offered new opportunities to the industry 
for hedging and profit improvement. This was explained in much detail 
in Chapter II.
There are a few industry leaders that believe broiler prices 
cannot be predicted without a wide degree of error (2q/lb.) much of 
the time. It seems that these quarterly systems developed in this thesis, 
in detail in Chapter IV, will allow a price prediction at least one 
quarter ahead that will have only a small degree of error at least 
90% of the time. As demonstrated, the following three quarters may 
also be reasonably predicted, but when the contributing factors change, 
these predictions must be revised. These quarterly systems developed 
here could be of much help in broiler price predictions. It has been 
demonstrated that if a firm is able to predict prices accurately, it 
can certainly increase Its profits. When using this system's model 
for predicting prices, one must carefully evaluate the estimated vari­
ables to determine If there was a year in the ten year regression that 
represented approximately the same changes as the considerated pre­
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dieted period. If not, there has to he adjustments made. The present 
197Q third quarter estimate discussed in Chapter IV is a good example. 
It would appear that when there is over 2.Q0q/lb. decline in ham that 
the system will not work accurately. Ham does not seem to have the 
relationship in this quarter*s model that it should have when the 
other three quarter’s are observed. It seems practical that this 
same type of evaluation would need to be done in any price predicting 
model.
The regression analysis indicates that firms have a good deal 
of knowledge about price estimate for two or three months in advance. 
This is demonstrated by the fact that in many instances the supply is 
reduced, but due to the more than offsetting other variable factors 
there is a reduction in price. Also, in many instances, there has 
been a considerable supply increase yet the broiler price increased 
from increased demand resulting from changes in the variable factors 
discussed. Must of this change in output, however, resulted from 
the current price when the eggs were set, rather than an accurate 
estimate of the price for three months later when the birds would 
come to market. With larger firms controlling production. Firms 
will continue to hire highly qualified personnel for broiler price 
predictions. More effort will probably be put forth in predicting 
prices in the period of four to nine months ahead. More emphasis 
being put in the price predicting area and more active use of the 
broiler futures market by broiler producing firms. As a result It 
seems likely there will be some smaller degree in price variation 
than in the past. If this happens there should be some less "boom”
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and "bust" resulting in more profit stability.
It also seems probable that for greater profit stability, firms 
will be integrating more so that they will Be closer to the consumer 
with their production. Firms will acquire more fast food outlets or 
vice-versa, as Kentucky Fried Chicken has done. Also, for this same 
reason further processing and packaging will take place.
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